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Re:  Ignorance  Isn’t  Bliss 


Leaving  the  CIO 

I’LL  BE  BLUNT:  CEOS  WHO  FAIL 

to  pay  adequate  attention  to  infor-  3 1 0 n e  in  gO V e X H i n g 

mation  technology  strategy  and  , 

execution  in  their  organizations  are  tne  IT  process  is 
derelict  in  their  duty.  And  one  of  these  . 

days,  shareholders  and  boards  of  just  plain  foolhardy, 

directors  will  routinely  hold  chief 
executives  accountable  for  the  kinds 

of  IT  failures  that  used  to  result  in  only  one  firing:  that  of  the  CIO. 

For  a  host  of  reasons,  many  senior  executives  have  pursued  a 
detached  approach  to  the  governance  of  the  technology  function, 
resulting  in  an  enterprise  IT  process  that  is  persistently  ineffective  and 
broken.  Or  worse,  precipitates  a  collapse  of  organizational  perfor¬ 
mance.  Hiding  behind  the  excuse  that  they  can’t  decipher  their  CIOs’ 
geek-speak,  they  have  often  remained  aloof,  failing  to  ask  the  impor¬ 
tant  questions  that  would  expose,  and  enable  the  repair  of,  weak¬ 
nesses  in  the  technology  activity. 

This,  of  course,  is  unacceptable.  The  burdens  of  successful  IT  man¬ 
agement  can  be  so  daunting,  the  potential  benefits  so 
impressive  and  the  results  of  failure  so  catastrophic, 
that  leaving  the  CIO  alone  in  governing  the  process 
is  just  plain  foolhardy.  No  CEO  would  consider  it 
responsible  to  remain  in  the  dark  about  the  con¬ 
duct  of  the  finance  function.  So  why  do  so  many 
top  executives  continue  in  the  habits  of  ignorance 
and  remoteness  when  it  comes  to  technology? 

We  who  have  written  about  this  stuff  for  years 
are  sympathetic  to  the  view  that  technology  is 
dense  and  arcane  and  forbidding  to  anyone  who 
hasn’t  steeped  in  the  alphabet  soup  of  program¬ 
ming  languages  and  networking  protocols.  But 
hey,  each  business  function  has  its  own  impene¬ 
trable  lingo  (try  explaining  “net  present  value” 
or  “underabsorbed  overhead”  to  your  child);  it 
is  simply  a  question  of  learning  what  is  impor¬ 
tant  and  what’s  not. 

Senior  Writer  Jennifer  Bresnahan’s  feature  “What  Good  Is 
Technology?”  (Page  24)  offers  executives  a  handful  of  key  questions 
that  would  form  the  basis  of  healthy  conversations  they  should  hold 
with  their  CIOs.  Some  CEOs  and  other  senior  executives  are  astute 
enough  to  have  already  begun  to  ask  such  questions.  We  encourage 
the  rest  of  the  world  to  join  them.  The  quality  of  the  dialogue  could 
turn  out  to  be  a  competitive  advantage.  The  stakes  are  that  high. 


Lew  McCreary 
Editorial  Director 
mccreary@cio.com 
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They  all  rely  on  Dow  Jones  Interactive, 
the  world’s  most  comprehensive  online  business  intelligence  service. 


Every  day  the  people  who  drive  these  companies 
get  smarter.  Senior  executives  closely  monitor  their 
businesses  and  industries.  Sales  reps  access  information 
to  develop  effective,  fact-based  new  business  presenta¬ 
tions.  Marketing  professionals  scour  the  trade  pubs 
and  scan  clipping  folders  to  uncover  the  latest  trends. 
Strategic  Planners  delve  into  the  research  needed  to 
predict  emerging  market  demands.  And  they  do 
it  all  in  seconds,  right  from  their  desktop  PCs.  It’s 
no  wonder  these  companies  are  among  the  most 
successful  in  the  world. 


In  addition  to  arming  their  employees  with  corporate 
information  networks,  these  companies  all  trust 
Dow  Jones  Interactive  to  provide  the  critical  news 
and  information  to  make  those  networks  truly  valuable. 
That’s  because  Dow  Jones  Interactive  delivers  far  more 
than  business  information,  it  delivers  the  unmatched 
insight  that  leads  to  business  intelligence. 

If  you  think  your  company’s  name  should  be 
listed  among  those  on  this  page,  it’s  time  to  put 
Dow  Jones  Interactive  to  work  for  you. 


Take  a  free  tour  at  djinteractive.com.  Then  call  800-369-7466 
to  arrange  for  a  corporate  consultation. 


Dow  Jones  Interactive  " 

Everything  You  Really  Need  To  Know. 

http://djinteractive.com  800-369-7466 


O1998  Dow  Jones  &  Company.  Inc.  All  rights  reserved. 
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New  On  Our  Web  Site 


In  My  Opinion 


The  ability  of 


schools  to  prepare 
children  for  the 
21st  century  should 
not  be  a  matter  of 
playing  politics. 


SORRY,  NO  SCHOOLBOOKS  OR 
desks  or  chairs  today.  I’m  sure 
you’ll  agree  that’s  a  ridiculous 
statement.  Perhaps  not  so  crazy  when 
you  realize  that  while  President  Clinton 
spoke  recently  in  support  of  a  program 
to  help  schools  and  libraries  connect  to 
the  Internet,  the  FCC  was  preparing  to 
scale  back  the  program. 

Approximately  30,000  schools  and 
libraries  have  submitted  applications  for 

Internet  grants  totaling  over  $2  billion.  Under  the  plans  now  being 
reviewed  by  the  commission,  the  program  would  most  likely  get  less 
than  $1.7  billion  this  year  and  perhaps  even  less  than  $1.4  billion. 

What  happened?  Long-distance  tele¬ 
phone  companies  contribute  most  of  the 
money  that  funds  the  program.  Congress 
and  the  FCC  are  concerned  that  fulfilling 
all  the  applications  could  lead  to  higher 
long-distance  telephone  rates.  Some 
members  of  Congress  want  to  stop  fund¬ 
ing  the  program  entirely,  while  FCC  offi¬ 
cials  want  to  reduce  the  program  more 
modestly. 

AT&T  Corp.  and  MCI  Communi¬ 
cations  Corp.  have  stated  that  they 
want  to  make  the  charges  for  the  pro¬ 
gram  explicit  on  customers’  telephone 
bills.  This  has  pressured  Congress  to 
eliminate  the  charges,  even  though 
the  FCC  has  provided  the  long¬ 
distance  companies  new  savings  to 
compensate  for  the  new  fees,  and  rates  have  fallen  partly  as 
a  result. 

The  future  ability  of  our  schools  and  libraries  to  educate  our  chil¬ 
dren  and  prepare  them  for  the  21st  century  should  not  be  a  matter 
of  playing  politics.  The  Internet  will  only  grow  in  importance  dur¬ 
ing  the  years  to  come.  We  can’t  become  a  country  of  haves  and 
have-nots.  Internet  connectivity  must  be  funded.  I  call  on  Congress, 
the  FCC  and  the  long-distance  telephone  companies  to  stop  arguing 
and  make  it  happen.  Ending  this  effort  is  not  in  our  best  interest. 

We  must  find  a  way  to  ensure  that  funding  continues. 

Thousands  of  poor  schools,  libraries  and  rural  health  centers  are 
in  desperate  need  of  discounts.  If  we  believe  that  we  all  belong  in 
the  Information  Age,  we  can’t  leave  anyone  behind. 


Joseph  L.  Levy 

President,  CEO  and  Group  Publisher 
jlevy@cio.com 


cio.com 

http://www.cio.com 


Globalization 
Research  Center 

CIO. corn’s  new  Globalization 
Research  Center  helps  companies 
keep  abreast  of  the  changing 
business  environment  on  several 
continents,  all  from  your  own 
workplace.  We  help  you  do 
business  in  an  IT-enabled, 
global  economy. 

Ask  the  Expert 

E-mail  a  question  to  an  array  of 
experts,  and  they’ll  respond  to 
you.  This  month’s  expert  is 
Leonard  Fuld,  president  of 
competitive  intelligence 
consultancy  Fuld  &  Co.  Inc. 


Knowledge  Management 
Research  Center 

How  do  you  find,  select  and 
organize  the  “intellectual  capital” 
of  your  company?  Find  out  in  this 
new  Research  Center. 


How  to  Reach  Us 

E-mail:  letters@cio.com 
Phone:  508  872-0080 
Fax:  508  879-7784 

Address:  CIO  Communications  Inc., 
492  Old  Connecticut  Path,  P.0.  Box 
9208,  Framingham,  M A  01701-9208 

Web  Site:  www.cio.com 

Subscriber  Services:  800788-4605; 
Fax:  508  879-7899; 

E-mail:  denisep@cio.com 

Reprints:  Reprints  are  available  by 
calling  508  935-4539- 
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Imagine  what  life  would  be  like  if  you  had  the  power  to  eliminate  chaos  from  your  workplace  forever. 
You  could  enhance  customer  service.  Lower  your  cost  of  operations.  Or,  improve  your  time  to  market. 
Thanks  to  FileNET,  you  can  do  it  all.  Our  software  allows  you  to  manage  images,  text,  presentations, 
spreadsheets,  engineering  documents,  web  pages,  video,  and  voice  with  total  control.  So  contact  the 
industry  leader  at  www.filenet.com  or  1»800*FILENET.  Then,  point  chaos  toward  the  nearest  exit  sign. 


FileNET' 


Unleash  the  Power  of  Information 


NEWS,  VIEWS  AND  STUFF  YOU  MIGHT  HAVE  MISSED 
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Cultural  Sensitivity 


Senorita  Manners  SaM; 


B: 


ECAUSE  SO  MUCH  OF  TODAY’S 
business  is  transacted  across  borders, 
globe-trotting  executives  might  be  wise 
to  consider  some  local  etiquette  lessons. 

Because  what  you  don’t  know  about  a  for¬ 
eign  culture  can  hurt  your  business. 

That’s  the  message  from  Pace  University’s 
World  Trade  Institute  in  New  York  City. 

Many  joint  ventures  between  U.S.  and  for¬ 
eign  companies  end  up  in  failure  and  at  least 
part  of  the  blame  goes  to  cross-cultural 
errors,  says  Lorrie  Foster,  the  institute’s 
senior  director. 

The  simple  skill  of  conversation  is  one  of  the 
most  basic  trouble  spots.  “There’s  a  total  lack  of  cul¬ 
tural  sensitivity  in  a  majority  of  U.S.  executives,”  says  John  Cebrowski,  a  consultant  and  sales  and 
marketing  instructor  at  the  institute.  When  American  business  people  travel  abroad,  “They  don’t  tone 

down  their  language,  don’t  slow  down,  don’t  simplify 
their  vocabulary  and  don’t  deliver  information  in  bite- 
size  chunks,”  he  says.  If  Americans  did  the  above,  foreign 
business  people,  for  whom  English  is  often  a  second  or 
third  language,  would  have  a  much  easier  time  doing 
business  with  their  U.S.  counterparts. 

Other  stumbling  blocks,  according  to  the  institute,  are 
a  result  of  Americans’  gregarious  and  freewheeling 
nature.  Business  travelers  may  not  realize,  for  example, 
that  in  many  foreign  cultures  social  relationships  are 
established  before  business  is  conducted  or  that  subordi¬ 
nates  expect  the  boss  to  keep  looking  over  their  shoul¬ 
ders  instead  of  granting  American-style  autonomy. 
Likewise,  the  formality  of  other  cultures,  from  the  way 
appointments  are  set  up  to  the  understated  tone  of  con¬ 
versation,  can  clash  with  Americans’  casual  style  of  drop¬ 
ping  in  for  visits  and  in-your-face  business  dialogue. 

Executives  who’ve  had  some  exposure  to  foreign  cul¬ 
tures — whether  from  traveling  abroad,  learning  a  foreign 
language,  living  in  an  ethnic  neighborhood  or  being 
raised  by  immigrant  parents — tend  to  have  a  leg  up  on 
monocultural  types,  Cebrowski  says. 


In  Almost  Their  Own  Words 


“The  IS/IT  worker 
shortage  is  B.S. 
The  only  places 
there’s  a  shortage 
of  great  people 
is  in  [crappy] 
companies, 


99 


-MANAGEMENT  GURU  TOM  PETERS,  SPEAKING  AT  THE  APRIL  CIO  PERSPECTIVES 
CONFERENCE  IN  ORLANDO,  FLA. 
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ILLUSTRATION  BY  DANIEL  BAXTER 


Beyond  1999 ™ 

Our  Beyond  1999  product  is  so  comprehensive*  Beyond  1999  is  now  clearly  the  product  of  choice 
that  it  has  been  ranked  as  the  #1  toolset  by  a  used  by  seven  major  phone  companies,  four  major 
leading  Wall  Street  Y2K  research  firm.  Beyond  insurance  companies,  the  largest  U.S.  brokerage  firm, 
1999  performs  inventory,  date-impact  assess-  and  four  top  system  integrators.  Not  surprisingly, 
ment,  code  renovation,  test  data  and  bridging  interest  in  and  demand  for  our  product  is  growing 
program  generation  for  COBOL,  PL/1,  FOCUS,  steadily  every  day. 
and  RPG. 


Beyond  1999  renovates  one  million  lines  of 
COBOL  code  in  20  days.  But  don't  believe  it, 
until  you  see  it.  Call  for  a  FREE  blind  demon¬ 
stration  of  the  complete  renovation  process  on 
your  code-at  your  location. 

*  Estimated  Accuracy  &  Completeness:  99.5% 

(All  performance  information  is  estimated,  based  on  user  reports.) 


http://www.ccdonline.com 
Toll  Free:  1-800-328-6755 
Tel:  (626)  821-0188 
Fax:  (626)  821-8648 
41  W.  Santa  Clara  Street 
Arcadia,  CA  91007 


rm 


ONLINE 


CCD  Online  Systems,  Inc. 

We're  Online  with  the  Future. 


Plugged  In 


Business  people  who 
lack  those  experiences 
can  still  catch  up,  how¬ 
ever.  Cebrowski  recom¬ 
mends  Patricia  Kurtz’s 
The  Global  Speaker 
(American  Man¬ 
agement  Association, 
1995)  for  those  inter¬ 
ested  in  improving  their 
communication  skills 
with  foreigners. 
Executives  can  also 
attend  his  World  Trade 
Institute  seminar  that 
helps  companies  cope 
with  the  cultural  issues 
inherent  in  establishing 
sales  and  marketing  net¬ 
works  abroad.  This  and 
other  institute  seminars 
are  held  in  New  York 
City,  San  Francisco, 
Chicago  and  other  U.S. 
cities  throughout  the 
year.  For  more  infor¬ 
mation,  call  212  346- 
1183  or  visit  www.pace. 
edu/WTI. 

-Gary  Abramson 


Executive  Library 


Send  In  the  Clowns 


Most  people  hear  the  name 
P.T.  Barnum  and  immediately 
think  of  the  father  of  the  circus. 
What  many  don’t  know  is  that 
Barnum  didn’t  even  buy 
into  the  circus  busi¬ 
ness  until  the  age  of 
61.  He  made  his  name 
and  his  fortune  long 
before  that  as  a  world- 
renowned  entrepreneur 
and  an  energetic  mar¬ 
keter  and  promoter. 

In  There’s  a  Customer 
Born  Every  Minute: 

P.T.  Barnum’s  Secrets  to 
Business  Success  (American 
Management  Association, 

1998),  author  Joe  Vitale, 
also  a  marketing  specialist, 
explores  the  marketing  secrets 
of  the  greatest  showman  on  earth  and 
employs  anecdotes  about  P.T.  Barnum’s 
colorful  life  to  teach  prospective  mar¬ 


keters  and  entrepreneurs  how  to 
“Barnumize”  their  businesses. 

Business  readers  may  be  aston¬ 
ished  to  find  themselves  in  a 
world  of  sword  swallowers, 
magic  elixirs  and  the  Feejee 
Mermaid  (half  monkey-half 
fish).  But  P.T.  Barnum  was 
no  ordinary  businessman. 
For  instance,  there  was 
the  time  he  acquired  a 
herd  of  skinny  buffalo 
and  promoted  a 
staged  buffalo 
hunt  in  Hoboken, 
N.J.  The  buffalo 
refused  to  move, 
then  got  skittish 
and  ran  into  a  swamp — 
and  Barnum  still  made  a  fortune. 
Then  there  was  the  episode  when  Barnum 
used  an  elephant  to  plow  the  fields  near 
his  house  so  that  passengers  on  a  passing 
train — and  potential  customers  for  his 
museum — would  take  notice. 

Vitale  organizes  his  book  around 
what  he  calls  Barnum’s  10  “Rings  of 
Power,”  or  basic  business  tenets,  that 
remain  as  applicable  today  as  they 
were  over  100  years  ago  when  Barnum 
extended  his  business  empire  across  the 
country  and  around  the  world. 
Barnum’s  money-making  ventures 
included  renaming  a  tiny  4-year-old 
boy  General  Tom  Thumb,  teaching 
him  to  sing  and  dance,  and  promoting 
him  all  over  the  world.  He  also 
brought  renowned  Swedish  soprano 
Jenny  Find  from  Europe  to  America 
and  managed  her  singing  career. 

Among  the  rings  Vitale  suggests:  Use 
“skyrockets”  (or  attention-grabbing 
techniques)  to  attract  customers,  give 
people  more  than  their  money’s  worth 
and  recognize  the  power  of  the  written 
word  for  publicity  and  marketing. 

Throughout  his  long  career  (Barnum 
lived  to  the  age  of  80  and  updated  his 
autobiography  until  his  death,  asking 
his  wife  to  write  the  final  chapter  about 
his  funeral),  Barnum  enjoyed  astonish¬ 
ing  successes  tempered  by  equally 


A  Monumental  Error 


IT’S  BEEN  SAID  THAT  THERE  ARE  ONLY  TWO  SURE  THINGS  IN  LIFE; 
death  and  taxes.  We  know  the  year  2000  bug  could  wreak  havoc  with  taxes, 
but  we  thought  death  was  safe.  Until  now.  Add  to  the  Y2K  fiasco  the  woes  of 
those  who  purchased  gravestones  back  when  the  new  millennium  was  a  twinkle 

in  Father  Time’s  eye.  Many  forward  thinkers  who  had 
their  headstones  or  their  place  on  the  family  monu- 
ment  prepared  ahead  of  time  have  a  “19”  carved  into 
fis?  W  TJr  the  stone  for  the  year  of  death.  The  problem  is  that 


some 


century,  which  presents  a  new  predicament  for 
monument  makers  and  survivors.  Elisa  Maurice, 
owner  of  Vermont  Granite  Works  in  Barre,  Vt.,  says, 


~  Now  the  question  is,  Now  what?”  The  problem  is  far 

from  insurmountable;  precarved  dates  on  headstones 
or  monuments  can  be  corrected  with  sandblasting  or 
a  paste  of  crushed  stone.  But  many  experts  agree  the  edited  version  won’t  look 
as  good  as  the  original. 

Perhaps  procrastination  isn’t  such  a  grave  problem  after  all.  ■ 
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ONLY  ONE 
FIREWALL  FOR  NT 
COMES  WITH 
THIS  SEAL  OF 
APPROVAL. 

Designed  for 


Microsoft* 

BackOffice® 

You  standardized  on  Windows  NT.  Smart  move.  There’s  only  one  problem.  There’s  an  excellent 
chance  your  firewall  isn’t  up  to  the  job. 

Secure  Computing  Firewall™  for  NT  is  the  only,  we  repeat,  the  only  native  32-bit  NT 
firewall  that’s  BackOffice  compliant.  It  tightly  integrates  with  standard  NT  services  and  tools, 
provides  flexible  security  policy  management,  and  the  easy-to-use  native  NT  interface  lowers  the 
cost  of  ownership. 

So  if  you  made  the  mistake  of  going  to  Windows  NT  without  Secure  Computing,  here’s  your 
chance  to  make  amends.  Buy  Secure  Computing  Firewall  for  NT  by  September 30, 1998,  and  you 
can  save  up  to  $1000*.  It’s  one  deal  that’s  bound  to  meet  everybody’s  approval.  Everybody  except 
our  so-called  competition. 

*The  bigger  your  license,  the  bigger  your  savings. 


I  SECURE  I 

COMPUTING 

Serious  Security .™ 

www.securecomputing.com 
1  -800-379-4944 


©1998  Secure  Computing  Corporation.  Secure  Computing  Firewall  and  Serious  Security  are  trademarks  of  Secure  Computing  Corporation.  All  other  trademarks  or  registered  trademarks  used  herein  belong  to  their  respective  c 


Plugged  In 


leveraging  organizational  knowledge, 
and  motivating  and  retaining 
employees.  In  addition,' Knowledge- 
Space  offers  almost  80  diagnostic 
tools  on  such  topics  as  evaluating 
technology’s  impact  on  a  business 
and  measuring  customer  satis¬ 
faction.  By  merely  popping  numbers 
into  ready-made  diagnostic 
programs,  executives  can  derive  a 
numerical  analysis  of  where  they 
stand  in  relation  to  best  practice 
companies. 

Visitors  to  the  site  can  listen  to 
Andersen  analysts  and  academic  and 
industry  experts  speak  on  a  variety  of 
topics,  such  as  “European  Monetary 
Union:  Impact  on  Financial  Markets 
and  Derivatives”  and  “Fraud:  The 
Dark  Side  of  Business.”  Finally,  a 
feature  called  KnowledgeSpace 
Communities  aims  to  enhance  collab¬ 
oration  among  business  professionals 
by  creating  virtual  communities  of 
functional  and  industry  peers.  The 
CFO  Community,  for  example,  might 
appeal  to  executives  who  have  a 
financial  bent. 

Individual  subscriptions  to 
Knowledge  Space  cost  $365  per 
year.  Check  out  wwiv. 
knowledgespace. 
com  for  more 
information.  ■ 


astonishing  tragedies.  His 
hugely  popular  museum,  the 
American  Museum  in  New 
York  City,  burned  to  the 
ground  twice,  a  bad  investment 
in  the  Jerome  Clock  Co.  in  East 
Bridgeport,  Conn.,  led  him  to 
personal  bankruptcy  in  1855  at 
age  45,  and  Jumbo  the  ele¬ 
phant — one  of  Barnum’s  most 
faithful  employees — was  killed 
by  a  train.  But  the  sorts  of 
things  that  would 
make  many 
entrepreneurs  give  up 
and  head  for  a  cushy 
desk  job  never  got  if 

Barnum  down;  he 
remained  a  bold  risk 
taker.  Vitale’s  book  sug¬ 
gests  that  every  mar¬ 
keter  could  profit  from  a 
heavy  dose  of  Barnum’s 
thinking.  It’s  no  secret 
that  true  success  in  busi¬ 
ness  takes  courage  and 
unflagging  optimism. 

What  Vitale  reveals  in  this  use¬ 
ful  and  entertaining  work  is 
that  most  of  the  principles 
Barnum  embraced  more  than  a 
century  ago  can  still  bring 
enormous  benefits  to  business 
executives  today. 

-Meg  Mitchell 


Power  Smciing 

Business  Class 


Looking  to  be  a  better 
manager,  improve  business 
processes  or  measure  IT  effec¬ 
tiveness?  One  place  you  could  try 
(after  finishing  your  copy  of  CIO 
Enterprise,  of 
course)  is  Arthur 
Andersen’s 
KnowledgeSpace 
Web  site.  The 
wealth  of  net¬ 
working  oppor¬ 
tunities,  bench¬ 
marking  data  and 
business  content 
offered  at  this 
site  aims  to 
help  executives 
make  informed 
choices  and  decisions. 
One  of  the  most  valuable  elements 
of  KnowledgeSpace  is  its  Global  Best 
Practices  databases,  which  give  exec¬ 
utives  a  detailed  look  at  business  pro¬ 
cesses  that  do  and  don’t  work  in 
13  key  areas — includ¬ 
ing  managing 
information 
resources 


E-Commerce  Winners 

Feeling  Goods 

IN  THE  WORLD  OF  E-COMMERCE, 
one  might  think  that  companies  that 
beat  the  competition  on  price  have  the 
edge  when  it  comes  to  customer  loyalty. 
Not  true.  A  recent  study  by  Rajiv  Lai 
and  Miklos  Sarvary,  two  marketing 
professors  at  Stanford  University’s 
Graduate  School  of  Business,  finds  that  it 
isn’t  the  price  undercutters,  such  as  the 
discount  securities  brokers,  that  win  con¬ 
sumers’  hearts.  Instead,  the  winners  are 


the  pur¬ 
veyors  of 
clothing,  fresh 
produce  and 
other  goods  that 
consumers  can  see,  feel 
or  smell  in  a  store.  Most  con¬ 
sumers  will  browse  and  compare  prices  in 
the  local  mall,  but  Web  shoppers  are  likely 
to  pass  up  brands  that  have  not  been 
“experienced,”  even  if  they  are  cheaper 


than  the 
competition. 
So  for  those 
budding  entre¬ 
preneurs  whose 
dreams  of  selling  fresh 
seafood  ( www.fishgonebad . 
com?)  or  whipping  cream  ( www.butterfat . 
com?)  over  the  Web  have  been  shattered  in 
the  past,  keep  your  chin  up— there  still 
may  be  hope.  ■ 
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What  s  more  impressive? 


The  fact  that  Nasdaq 


shares  a  day,  or  that 


helps  them  do  it 


without  a  trading  floor? 


The  free-enterprise  system  is  ,  y 
alive  and  well — and  living  within  the  world’s  largest  intranet. 
Nasdaq,  the  world’s  most  advanced  stock  market,  chose 
MC'!  r(»  Jesnrn.  httiid  and  maintain  the  backbone  of  their 
business.  A  network  that  connects  120,000  computers  around 
, '  the  world.  And  delivers  data  to  each  Nasdaq  broker  within  50 
milliseconds.  Sometimes  quite  a  bit  of  data— October  28, 

1997  saw  1.37  billion  shares  traded,  without  interruption. 

And  as  Nasdaq  grows,  so  does  their  relationship  with  MCI 
We're  now  developing  their  next-generation  network- 
capable  of  handling  four  billion  shares  a  day.  To  find 
out  how  MCI  can  help  manage  your  data  needs,  visit 
www.md.com/data. 
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B  i  r  t  h  day  Technology 


Business  Strategies 

All  Aboard  the  BI 
Bandwagon 

“Business  intelligence”  definitions:  (Pick  one) 

A.  An  oxymoron 

B.  A  division  of  the  CIA 

C.  A  lovely  new  reason  for  vendors  to  bombard  companies 
with  more  products  and  services 

WHILE  CHOICE  A  MAY  HAVE  SOME  ADHERENTS, 
the  last  choice  really  fits  the  term  best.  The  idea  of 
business  intelligence  arose  as  companies  started 
gathering  insights  into  things  such  as  cost  savings  and  cus¬ 
tomer  preferences  from  years  of  information  piled  onto  servers 
and  networks.  Now  it’s  a  hot  concept,  loosely  understood  to 
mean  that  organizations  can  make  money  by  analyzing  trans¬ 
actional,  or  production,  data.  And  when  companies  show  even 
a  scintilla  of  interest  in  a  new  idea,  vendors  will  create  a  mar¬ 


ket — in  this  case,  a  market  that  the  Palo  Alto  Management 
Group  Inc.  in  Mountain  View,  Calif.,  estimates  will  hit  $71 
billion  by  2001. 

Witness  IBM’s  announcement  last  February  that  it  had 
created  a  new  companywide  initiative  focusing  on  the  busi¬ 
ness  intelligence  market.  Lo  and  behold,  it  was  swiftly 
followed  by  similar  announcements  from  companies  such  as 


Tandem,  NCR  and 
SAS  Institute. 

Evangelos 
Simoudis,  vice 
president  for  solu¬ 
tions  of  IBM  Corp.’s 
Global  Business 
Intelligence 
Solutions  division  in 
Somers,  N.Y.,  says 
that  business  intelli¬ 
gence  actually  spans 
several  markets  that 
need  to  be  tied 
together.  “For  us, 
business  intelligence 
is  an  umbrella  term 
that  describes  three 
types  of  processes,” 
says  Simoudis.  The 
first  is  data  ware¬ 
housing,  which  he 
defines  as  extracting, 
cleaning  and  organ¬ 
izing  data  from 
transactional 
databases.  The  sec¬ 
ond  is  data  mining 
or  data  analytics, 
which  means  taking 
warehouse  data  and 
extracting  data  pat¬ 
terns  and  relation¬ 
ships.  The  final 
process  is  decision 
support.  Simoudis 
says  this  means 
taking  the  patterns 
extracted  from  the 
data  to  make  busi¬ 
ness  decisions. 

IBM’s  BI  portfolio 
contains  software, 
hardware  and  consulting  services,  and  it  has  partnerships 
with  more  than  150  BI  vendors.  Simoudis  says  that  IBM 
has  concentrated  on  a  few  broad  areas  that  are  particularly 
ripe  for  BI  analytics.  One  of  those  areas  is  fraud  detection. 
“There’s  a  tremendous  interest  among  insurance  and 
health-care  companies  as  well  as  in  the  government  to 
identify  fraud,”  says  Simoudis. 

But  is  the  promise  of  BI  worth  slogging  through  the  hype? 
Perhaps.  Business  intelligence  is  ill-defined,  but  it’s  also  tan¬ 
talizing.  There  may  be  business  gold  in  that  there  data  just 
as  long  as  you’re  willing  to  dig  through  a  certain  amount  of 
vendor  ordure  to  get  there.  (For  a  further  look  at  competi¬ 
tive  intelligence,  see  “Legal  Espionage,”  Page  54.) 

— Carol  Hildebrand 


Reminders 
for  Grinders 

IF  YOUR  FAMILY  AND  FRIENDS  ARE 
tiring  of  your  annual  lame  apolo¬ 
gies  for  forgetting  their  birth¬ 
days— “I  thought  it  was  next 
month”  or  the  classic  “I  found  the 
perfect  gift  at  the  Orlando  confer¬ 
ence,  but  my  rental  car  was  stolen, 
and  your  gift  was  in  the  glove  com¬ 
partment”— maybe  you  ought  to 
think  about  outsourcing  your  birth¬ 
day  duties.  1-800  Birthday,  a  tele¬ 
phone  and  Web  service,  offers  free 
assistance  called  the  Birthday 
Bank,  which  e-mails  or  telephones 
you  birthday  reminders  for  up  to  six 
people.  The  company  also  features 
a  wide  selection  of  gifts  on  its  Web 
site,  including  personalized  golf 
balls,  teddy  bears,  balloons,  T- 
shirts,  stereos  and  bronzed  baby 
shoes.  Most  items  can  be  shipped 
next-day  air,  just  in  time  to  prevent 
a  belated-birthday  disaster. 

The  company’s  founder,  Brian 
Jersey,  started  his  venture  after 
he  had  forgotten  his  sister’s  birth¬ 
day  for  the  third  straight  year  and 
reasoned  that  he  probably  wasn’t 
the  only  one  in  need  of  birthday- 
reminder  help.  Jersey  promises  that 
if  you  give  his  service  a  try,  you 
won’t  be  disappointed— and  your 
friends,  relatives  and  boss  won’t  be 
disappointed  either.  Oil  your  mem¬ 
ory  gears  by  dialing  8oo  247-8432 
or  check  out  the  Web  site  at 
1  -8oobirthday.  com.  m 
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If  14  years  of  experience  have  taught  us  anything,  it's  that  today's  diverse  technology  has  challenged  each  and  every  company 
—  along  with  each  and  every  employee.  And  you're  responsible  for  ensuring  that  their  training  will  meet  your  company's 
unique  needs.  ExecuTrain  understands.  So  we've  developed  a  unique  solution  called  ESP,  ExecuTrain  Solutions  Partnership. 
First,  we  get  to  know  you  and  your  company.  Then  we  custom-tailor  our  training  solutions  to  your  needs,  with  a  wide 
range  of  training  services,  from  pre-  and  post-testing  to  customized  courseware  and  more.  This,  combined  with  expert 
instructors,  CBT  and  Internet-based  instruction,  enables  us  to  develop,  deliver  and  support  training  solutions  that  fulfill  your 
company's  objectives.  And  we  consistently  deliver  this  unmatched  level  of  service  to  every  one  of  our  more  than  200  locations 
around  the  world.  So  call  us  at  800-90TRAIN  ext  #34,  or  visit  our  Web  site  at  www.executrain.com/unique.  And 
discover  how  our  unique  training  can  enhance  the  performance  of  every  company,  every  group  and  every  individual. 


%  ExecuTrain. 

Computer  training  as  unique  as  you  are. 


©  1998  ExecuTrain  Corporation.  All  rights  reserved. 
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Mapping  the  Invisible 

Workplace 

Forget  org  charts.  How  work  really  gets  done  depends  on 
the  efficiency  of  your  company's  social  network. 

BY  CAROL  HILDEBRAND 


Every  company  has  them:  people  who  know 
things.  And  most  of  us  know  who  they  are.  It  could 
be  Harry  in  the  office  down  the  hall,  who  talks  to 
just  about  everybody.  Or  maybe  it’s  Georgia  in  dis¬ 
tribution,  who  controls  access  to  the  shipping  data¬ 
base.  Organizations  function  courtesy  of  a  social  network  of 
employees  giving,  hoarding,  influencing  or  accumulating 
information.  From  this  net¬ 
work  sprout  the  innovations 
that  will  produce  the  next 
money-making  product  or 
service.  Although  no  com¬ 
pany  can  survive  without 
such  a  network,  some  com¬ 
panies  are  beginning  to  real¬ 
ize  that  they  can  profit  by 
analyzing  these  invisible  com¬ 
munication  links. 

“When  you  think  about  it, 
very  little  of  the  working 
knowledge  necessary  to  make 
products  or  deliver  services 
lies  in  the  formal,  procedural 
policies  of  a  company,”  says 
Karen  Stephenson,  professor 
of  management  at  UCLA. 

“Real  working  knowledge  lies 
in  the  relationships  between 
employees.” 

Many  companies  confuse 
hierarchical  structure  with  the  social  network,  but  Stephenson 
says  that  a  hierarchical  tool  such  as  an  org  chart  reflects  pro¬ 
cedural,  not  social  knowledge,  and  that  the  two  are  completely 
different.  In  fact  Stephenson,  a  corporate  anthropologist  with 
a  PhD  in  anthropology,  a  master’s  in  mathematical  modeling 
in  anthropology  and  a  bachelor’s  in  chemistry,  has  developed 


algorithms  that  quantify  the  value  of  a  social  network.  And  her 
work  isn’t  just  ivory-tower  academic  noodlings.  Stephenson 
spent  14  years  in  the  corporate  world  prior  to  her  present  incar¬ 
nation.  It  was  there,  she  says,  that  she  became  fascinated  by 
corporate  social  networks. 

Most  people  mistakenly  think  of  social  networks  as  soft 
and  fuzzy  with  no  backbone,  but  Stephenson  says  they’re  actu¬ 
ally  rather  rigid.  “When  I  was 
a  manager  at  NIOSH  [the 
National  Institute  of  Occu¬ 
pational  Safety  and  Health] 
in  Salt  Lake  City,  I  began  to 
notice  the  same  patterns  in 
networks  as  in  the  chemical 
world,”  she  says.  “Social  net¬ 
works  have  a  pattern,  and  the 
underlying  structure  is  the 
same  across  all  cultures. 
There  are  patterns  of  interac¬ 
tion  that  are  the  same  whether 
you’re  Japanese,  French  or 
American.”  For  example,  she 
says  that  all  networks  contain 
people  who  play  the  roles  of 
hubs,  gatekeepers  and  pulse 
takers  (see  “Test  Pattern,” 
Page  20). 

So  what’s  the  point  of  cod¬ 
ifying  a  corporate  social  net¬ 
work?  Maria  C.  Leo,  first 
vice  president  of  human  resources  for  Merrill  Lynch  &  Co. 
Inc.  in  New  York  City,  says  that  such  work  helps  her  get  at  the 
nub  of  what  needs  changing  in  her  company.  “It  captures  the 
relationships  in  our  organization  and  looks  at  how  work  is 
actually  accomplished — who  is  communicating  with  whom 
on  an  organizational  level,  and  whether  the  right  relationship 
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What  the  industry  is  saying  about 

Infrastructure  Management  and  Peregrine  Systems  . . . 


“Shell  Services  International  is  fully  committed  to 
delivering  service  excellence.  We  see  the 
Peregrine  Infrastructure  strategy  as  underpinning 
this  commitment,  and  ServiceCenter  as  a  key  to 
ensuring  our  global  service  delivery  processes 
meet  the  needs  of  our  demanding  customers.” 

Sandy  Rennie,  Manager  of  Global 
End-to-End  Serviced  Management  Development, 
Shell  Serviced  International 


“ Infrastructure  management  is  knowing 
what  infrastructure  is  in  place, 
managing  its  lifecycle  and  analyzing 
performance  so  it  can  be  maintained  or 
improved.  Peregrine  Systems  provides 
applications  which  manage  this  process.  ” 

Caddandra  Millhoude,  Analydt,  Ovum  Ltd. 


“Infrastructure  Management 
focuses  on  aligning  people, 
processes  and  technology  to 
lower  total  cost  of  ownership 
(TCO)  and  improve  service 
levels.  For  an  enterprise 
transformed  by  implementing 
SAP  or  other  enterprise 
resource  planning  (ERP) 
applications,  our  FastTrack 
methodology  coupled  with 
Peregrine  Systems  applications 
provide  a  framework  for  a 
successful  infrastructure 
management  implementation.” 

Trevor  Gee,  Deloitte  el  Touche 
LLP  Consulting  Group 


“Aberdeen  Group  believes 
that  Peregrine  Systems  is 
leading  the  industry  in  the 
move  toward  Infrastructure 
Management.  Organizations 
looking  to  maximize  efficiency 
and  profitability  should 
carefully  consider  the  benefits 
of  Infrastructure  Management 
as  a  way  of  maximizing  the 
financial  and  functional 
management  of  assets 
throughout  their  enterprise.” 

Christopher  Fletcher, 

Analydt  and  Manager, 
Aberdeen  Group 


“To  build  a  world-class 
service  organization  and 
optimize  its  performance, 
an  organization  needs  the 
right  tools.  We  believe 
Peregrine  Systems  is  the 
leading  company  providing 
a  total  IT  Infrastructure 
Management  product 
solution.” 

Bill  Bentley,  President, 

TSC  —  The  Bentley  Group 


“Leading  IT  organizations  must 
evolve  from  the  traditional  ‘reactive 
help  desk’  to  a  IT  Customer  service 
center  serving  as  the  single  point 
of  contact  for  all  service  requests 
in  an  organization.  They  must 
also  provide  the  ability  to  manage 
other  infrastructure  such  as  asset 
lifecycles,  product  procurement, 
voice  and  telephony,  and  facilities 
information.” 

Kurt  Johnson,  Program  Director, 
Services  e3  Systems  Management 
Strategies,  META  Group 


The  Dow  Chemical  Company,  with  headquarters  in  Midland, 
Michigan,  began  its  search  for  a  system  to  manage  its  global  IT  asset 
portfolio  in  July  1997.  The  system  had  to  handle  a  large  volume  of 
assets,  be  flexible  for  customization  to  our  needs,  and  be  responsive 
to  our  users  in  a  global  wide  area  network  environment.  AssetCenter 
was  the  only  available  product  in  the  market  which  addressed  our 
stringent  requirements.  Excellent  implementation  and  technical 
support  was  provided  by  Peregrine  which  led  to  a  very  successful 
implementation  of  the  system.” 

Wayne  Conklin,  Project  Manager  —  Asset  Management, 

The  Dow  Chemical  Company 


PEREGRINE  SYSTEMS® 
INFRASTRUCTURE  MANAGEMENT™ 


EXECUTIVE  SUMMARY 

Certain  ideas  arrive  with  the 
power  to  transform  an  entire 
industry.  Peregrine  Systems 
Infrastructure  Management  is  just 
such  an  idea.  It  has  the  power  to 
evolve  service  desk  concepts  into 
technology  for  complete  business 
infrastructure  support!  Combining 
operational  availability  and 
investment  portfolio  management, 
Peregrine  Systems  distinguishes 
itself  by  providing  total  cost  of 
ownership,  highly  available  IT 
operations,  and  the  critical 
information  needed  to  improve  * 
your  financial  bottom  line. 

To  remain  competitive,  compa¬ 
nies  must  maximize  availability 
and  uptime  of  all  parts  of  their 
business  infrastructure.  They  must 
manage  enterprise-wide  change 
while  continuing  to  deliver  service 
in  a  proactive  and  predictable  way. 
They  must  gain  control  over  the 
total  cost  of  ownership  of  their 
business  assets  in  order  to  control 
costs.  The  infra-structure  of  an 
organization  must  keep  the 
business  running, 


at  optimal  cost,  in  support  of  the 
primary  mission  of  the  organi¬ 
zation:  to  fulfill  the  needs  of  their 
customers  and  clients. 

Companies  need  a  strategy  that 
offers  full  life  cycle  management  of 
assets  across  the  entire  corporate 
infrastructure.  While  there  are 
products  that  provide  tools  to 
manage  infrastructure  events,  and 
products  that  provide  tools  to 
manage  portfolios,  there  has  never 
been  a  software  application  suite 
with  the  capability  to  unite  these 
two  disciplines. 

The  power  of  managing  the 
Infrastructure  Life  Cycle  can 
be  applied  toward  all  forms  of 
organizational  assets: 

•  Information  Technology 

•  Telephony  Assets 

•  Buildings  and  Facilities 

•  Specialized  Industry  Assets 


Peregrine  Systems  provides  the 
strategy,  the  road  map  and  the 
tools  to  meet  your  business  needs. 
The  result:  a  seamless  union  of  the 
two  disciplines  to  provide  clients 
with  the  ONE  solution  they  need, 
empowering  them  to  run  their 
businesses  at  the  highest  level  of 
performance  possible. 


Maximize 
Your  Core 
Assets  with 
Minimum 
Expense. 


BUSINESS  MISSION:  FULFILL  CUSTOMER  NEEDS 


DATABASE:  Product  Info,  BOM,  Customer,  Shipping,  Accounting,  VAR,  Distributor,  HR 
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DATABASE:  Own,  Lease,  Acquire,  Support,  Cost/ROI,  History,  Trends 
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INFRASTRUCTURE  MISSION: 

KEEP  THE  BUSINESS  RUNNING  AT  OPTIMAL  COST 


PEREGRINE  SYSTEMS® 
INFRASTRUCTURE  MANAGEMENT™ 


Peregrine  Systems  looks  at  the 
complexity  ol  everything  an 
organization  owns,  leases,  or 
acquires  in  order  to  fulfill  its 
business  mission.  This  approach 
allows  Peregrine  Systems  to  offer 
full  life  cycle  management  of  the 
business  infrastructure,  an 
approach  which  is  unique  to 
Peregrine  Systems  within  the 
market.  The  combination  of  a  full 
life  cycle  approach,  our  service 
desk  presence  in  operations 
support,  and  portfolio  manage¬ 
ment  that  focuses  on  ROI  of 
enterprise  investments,  all  comes 
together  to  form  Peregrine 
Systems  Infrastructure  Manage¬ 
ment  strategy. 


This  strategy  provides  a  real 
enterprise  solution  by  combining 
infrastructure  event  management 
with  full  life  cycle  asset  manage¬ 
ment.  We  deliver  a  single  point 
of  control  for  all  infrastructure  of 
the  corporation.  This  approach 
delivers  the  best  operational 
availability  AND  total  cost  of 
ownership  control  —  the  combina¬ 
tion  that  gives  Peregrine  Systems 
customers  the  competitive  edge 
through  cost  control,  improved 
service  and  a  comprehensive  view 
of  their  infrastructure  from  both 
sides:  events  and  portfolios. 

More  and  more,  companies 
are  seeing  the  need  to  determine 
how  well  their  overall  business 


infrastructure  operates.  They  are 
looking  closely  at  infrastructure 
costs,  and  at  how  these  costs  affect 
profitability.  They  are  realizing 
that  improvements  in  managing 
infrastructure  will  be  reflected  on 
the  bottom  line. 

When  you  maximize  operational 
availability,  your  business  runs 
better.  When  you  minimize 
investments  and  expenses  to  care 
for  the  infrastructure,  you  improve 
ROI.  Peregrine  Systems  Infra¬ 
structure  Management  is  the  right 
choice  to  deliver  these  improve¬ 
ments  to  your  business. 


INFRASTRUCTURE  EVENTS 

Metric:  Uptime 


INFRASTRUCTURE  PORTFOLIO 

Metric:  Return  On  Investment 


Acquire 

Upgrade 

Recycle 

Dispose 
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Keeping  Events  and  Portfolio  Balanced  Provides  Effective  Use  of  Assets 
(Uptime)  and  Excellent  Portfolio  Management  (Return  On  Investment) 


Peregrine  Systems®  and  ServiceCenter®  are  registered  trademarks  and  AssetCenter™ 
Is  a  trademark  of  Peregrine  Systems,  Inc.  Other  third-party  products/trade  names  may 
be  registered  trademarks  or  trademarks  of  their  respective  companies. 


SYSTEMS® 

12670  High  Bluff  Dr.,  San  Diego,  CA  92130 
800-638-5231  •619-481-5000 
UK  44-181-332-9666 
Germany  49-69-668-0260 
France  33-1-47-73-1 1 1 1 
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i.ooking  For  an  Alternative  to  Consultants? 

Intellectual  Capital  That 
Makes  You  the  Expert 


THE  CIO  CONSULTWARE  SERIES 


nowledge  management 


ist  got  easier.  The  CIO 


onsultWare  Series  products 


re  innovative  research  tools 


lat  provide  specific 


nowledge  and  actionable 


iformation  on  the  critical 


jchnology  management 


CIO  ConsultWare  takes  research  to  a  deeper  and  interactive  level  by 
providing  benchmarking  data,  in-depth  case  studies,  models  to  help  you 
manage  the  complexity  and  tools  to  get  you  started  — all  in  easy-to-use 
reports,  CD-ROMs  and  diskettes. 


Mastering  Your 
Intranet/lnlernet: 


Mastering  Your 
Intranet/Internet 

$1,495 

Learn  how  other 
organizations  are 
managing,  using  and 
deriving  business  value 
from  Intranets  and  the 
Internet. 


BONUS:  A  digital  document  with 
customizable  policy,  policy  memo  and 
ready-to-go  presentation 


Implementing 
IX  Strategy: 


Implementing  IT 
Strategy 

$2,295 

Shorten  your  planning  cycle 
and  create  a  process  that 
works  for  your  entire  organi¬ 
zation.  The  report  and  CD- 
ROM  provide  best  practices, 
benchmarking  models  and 
customizable  tools  to  build  your 
framework. 


BONUS:  A  ready-to-go  presentation  with  over 
50  slides  of  data  and  analysis  for  presenting  to 
peers  and  executives 


sues  you  need  to  enhance 
Dur  company's  productivity 


id  bottom  line. 


Optimizing  Human 
Resources 

$1,995 

A  compelling  report  on 
the  best  practices  in 
hiring,  training  and 
retaining  IT  talent.  Four 
comprehensive  site 
visits  are  included  in  the 
research  analysis. 


BONUS:  A  ready-to-go  presentation  to  report 
the  findings  of  this  study  to  others  in  your 
organization 


,/ 


Managing  IT  Standards 

$1,495 

Whether  you  amend  your 
current  process  for  managing 
IT  standards  or  need  to 
establish  new  practices,  this 
landmark  study  will  enable 
you  to  intelligently  evaluate 
your  options. 


BONUS:  Customizable  memos  and 
presentation  to  help  you  build  support  for 
your  new  initiatives 


Managing 

ITIOH 

TECHNOLOGY 


BCB 


SOD 


For  a  detailed  description  of  each  product  or  to  download  a  demo,  visit  the  CIO 
ConsultWare  Series  Web  site  at  www.cio.com/consultware. 

To  order  any  CIO  ConsultWare  Series  research  product,  contact  Dot  Caspersen  at 
508-935-4040  or  email  your  inquiry  to  research@cio.com. 


Intellectual  Capitalism 


links  exist,”  she  says.  “It’s  a  diagnostic 
tool  at  a  very  high  level.” 

Mike  Duff,  a  vice  president  at  Tele¬ 
communications  Techniques  Corp.,  a 
manufacturer  of  communications  test 
products,  systems  and  software  in 
Germantown,  Md.,  says  he  used  the 
maps  to  help  turn  around  a  “slightly 
dysfunctional”  marketing  communica¬ 
tions  department.  “If  you  have  a  mar¬ 
keting  communications  department, 
there’s  a  great  need  to  communicate 
among  the  different  groups,  like  trade 
show  people,  technical  publications, 
graphics  and  corporate  communica¬ 
tions.  We  did  that  on  a  selected  basis. 
But  there  were  groups,  such  as  technical 
publications  and  direct  marketing,  that 
were  disconnected  from  the  rest  of  mar¬ 
keting.”  Duff  instituted  new  communi¬ 
cation  procedures,  and  the  performance 
of  the  department  improved,  he  says. 

It’s  also  a  far  better  way  to  manage 
change  than  by  sending  a  new  policy 
down  the  official  corporate  ladder. 
Smart  managers  tune  in  to  the  invisible 
social  network  to  send  messages;  they 
know  where  the  hot  points  are  on  the 
network,  and  who’s  connected  to  whom. 

“If  you’re  interested  in  incremental 
change,  use  the  hierarchy,”  says  Stephen¬ 
son.  “But  if  you  want  rapid,  radical 
change,  use  the  network.” 

Stephenson  developed  software  that 
creates  a  visual  and  scientific  “network 


map”  by  analyzing  thousands  of 
data  points  gathered  from  sur¬ 
veys  that  she  conducts  at  each 
client  site.  “Essentially,  we  ask 
people  who  they  communicate 
with  the  most,”  she  says.  Stephen¬ 
son  then  runs  the  numbers 
through  mathematical  models 
she  created,  coming  up  with  a 
graphic  representation  of  a  cor¬ 
porate  social  network.  The  final 
product  looks  like  a  spiderweb 
with  nodes  connected  by  skeins 
of  multicolored  lines,  some 
thicker  than  others  (see  “A  Social 
Network,”  below).  Some  of  the 
busier  nodes  pulse  onscreen, 
highlighting  network  cruxes 
inhabited  by  key  communica¬ 
tors.  The  map  identifies  the  invis¬ 
ible  influencers  in  each  com¬ 
pany — those  people  who  may 
not  have  heavy-hitting  job  titles, 
but  still  carry  institutional  clout. 

“This  isn’t  for  academics  or 
consultants,”  says  Stephenson,  of  her 
software  called  Mercator  and  mar¬ 
keted  by  NetForm,  a  Norwegian-based 
company  she  founded.  “We  built  the 
software  to  give  managers  and  business 
executives  the  ability  to  do  this  for  them¬ 
selves.”  Stephenson  trains  workers  on 
how  to  use  the  software  and  helps  them 
build  an  initial  network  map. 

Managers  can  use  maps  of  their  social 


Karen  Stephenson,  professor  of  manage- 
ment  at  UCLA,  says  the  following  three  roles 
recur  consistently  across  social  networks: 

Hubs  are  people  who  are  socially  connected 
to  the  nth  degree.  With  the  highest  number  of 
what  Stephenson  calls  “direct  ties,”  they  hold 
a  lot  of  face-to-face  conversations. 

Gatekeepers  function  as  human  way  sta¬ 
tions  on  critical  pathways  between  parts  of  an 
organization  or  between  hubs.  When  informa¬ 
tion  must  funnel  through  one  person  on  the 
way  to  another,  you’ve  got  a  gatekeeper.  If  this 
person  likes  you,  he  can  act  as  a  valuable  infor¬ 
mation  broker.  If,  however,  the  gatekeeper 
takes  an  aversion  to  you,  he  can  really  slow  the 
process  by  withholding  information. 

Pulse  takers  have  the  most  indirect  ties. 
Stephenson  says  that  they  are  “almost  the 
opposite  of  hubs.  They’re  unseen  but  all 
seeing.”  These  people  carry  a  lot  of  influence, 
but  it  tends  to  be  subtle.  Stephenson’s  favorite 
famous  pulse  taker:  Machiavelli. 

-C.  Hildebrand 

networks  in  a  wide  variety  of  ways,  says 
Stephenson:  to  develop  teams,  increase 
communication,  build  customer  supplier 
relationships  and  facilitate  and  acceler¬ 
ate  mergers  and  acquisitions.  “You  can 
actually  see  tacit  knowledge  and  antici¬ 
pate  where  you’re  going  to  have  inno¬ 
vation  in  your  organization,”  she  says. 
“It  helps  executives  get  an  early  start  on 
what  knowledge  is  growing  and  devel¬ 
oping  inside  organizations.” 

Leo,  for  example,  says  that  her  group 
used  a  network  map  to  make  sure  that 
HR  was  functioning  globally  rather  than 
in  regional  stovepipes.  “The  graphic 
showed  that  some  of  our  groups  needed 
to  do  a  bit  more  reaching  out  across  dif¬ 
ferent  parts  of  the  globe,”  she  says. 
“Once  we  saw  the  map  and  communi¬ 
cated  these  recommendations,  they  did 
reach  out.”  She  particularly  likes  the 
graphical  format  of  the  results.  “A  lot  of 
times,  a  picture  says  a  thousand  words,” 
she  says.  “Just  the  fact  that  it’s  a  visual¬ 
ization  makes  it  much  more  effective.  It’s 
like  the  difference  between  taking  a  wed¬ 
ding  picture  and  writing  a  description.” 

Well,  that’s  getting  into  another  social 
network  altogether,  but  we  get  the 
picture,  hh 


Senior  Editor  Carol  Hildebrand  can 
be  reached  at  cjh@cio.com. 
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A  COLD,  HARD  LOOK  AT  HOT  TRENDS 


My  (Revenue)  Generation 

Note  to  credit  card  companies:  Try  a  little  tenderness. 

BY  MEGAN  SANTOSUS 


I  AM  MY  CREDIT  CARD  COMPANY’S  WORST  NIGHTMARE. 
Through  my  favorite  mail-order  retail  company, 
I  have  a  no-fee  Visa  card.  The  more  I  spend,  the  more 
points  I  rack  up,  the  more  $20-off  certificates  I  receive. 
Since  I  have  a  certain  affinity  for  these  certificates,  I  buy 
every  conceivable  item — groceries,  gas,  even  frequent  golfer 
cards  at  my  local  driving  range — with 
plastic.  To  avoid  those  pesky  finance 
charges,  I  never  carry  a  balance.  Like 
clockwork,  each  month  the  bill  comes 
and  I  pay  it  in  full. 

For  my  credit  card  company,  this  is 
not  a  good  thing. 

In  response,  the  company  has 
resorted  to  a  couple  of  annoying  but 
innocuous  tactics  to  get  me  to  become 
a  good  interest-bearing,  revenue¬ 
generating  customer.  Every  month,  I 
am  granted  a  “payment  holiday”  that 
allows  me  to  skip  the  entire  month’s 
payment — and  I  don’t  even  have  to  let 
anyone  at  the  company  know.  Of 
course,  finance  charges  will  be  tacked 
on  if  I  do  take  a  holiday,  but  I  must  be 
a  very  special  customer  indeed  to 
qualify  for  this  coveted  status. 

I  also  get  personalized  blank  checks 
each  month  complete  with  seasonal 
spending  hints.  In  April,  it  was  sug¬ 
gested  I  use  them  to  pay  taxes  or  take 
care  of  spring  home  improvements. 

Month  after  month,  my  credit  card 
company  pitches  such  things,  and 
every  time  I  resist  them.  Yet  the  pitch¬ 
ing  continues.  Isn’t  this  reminiscent  of 
someone’s  definition  of  insanity? 

Some  credit  card  companies  are  less  subtle.  They  charge 
fees  to  those  who  pay  in  full  each  month.  I’ve  also  heard  that 
some  use  automatic  number  identification  technology  to  make 
sure  that  customers  with  no  revolving  balances  get  placed  at 
the  end  of  the  phone  queue  when  they  call  customer  service. 
Why  treat  people  well  if  they’re  not  racking  up  debt? 


It’s  true  that  credit  card  companies  don’t  make  any  money 
from  people  like  me.  But  companies  that  use  subversive  or 
strong-arm  tactics  to  punish  customers  not  only  create  nega¬ 
tive  vibes  with  cardholders,  they  also  miss  out  on  a  potential 
gold  mine  of  new  opportunities.  Companies  should  apply  a 
bit  of  human  intuition  coupled  with  hard  data  to  offer  prod¬ 
ucts  that  better  target  their  balance- 
free  customers. 

Start  with  hard  facts.  My  credit 
card  company  knows  my  age,  employ¬ 
ment  history,  income  and  spending 
habits.  It  could  use  my  payment 
behavior  to  infer  certain  characteris¬ 
tics  about  me.  What  might  a  person 
who  doesn’t  garner  credit  card  debt  at 
an  annual  rate  of  18  percent  be  like? 
Fiscally  conservative?  Maybe  saving  a 
disproportionate  amount  of  income 
for  a  house  down  payment?  Investing 
for  retirement?  Each  sounds  plausible. 

What  kinds  of  products  would  this 
person  be  interested  in?  CDs,  mort¬ 
gages,  home  equity  loans  and  the  new 
Roth  IRA  come  to  mind.  Why  don’t 
credit  card  companies — many  of 
which  are  full-service  banks — send 
any  pitches  for  these  kinds  of  products 
with  their  monthly  statements? 
Instead,  they  continue  to  resort  to 
underhanded  tactics  and  risk  annoy¬ 
ing,  or  even  losing,  customers  who 
could  prove  very  profitable.  It’s  no 
wonder  that  people  like  me  continue 
to  be  loss  leaders  for  card  issuers. 

Data  may  not  lie,  but  it  doesn’t  tell 
the  whole  story  either.  If  credit  card 
companies  got  a  little  smarter  about  using  customer  informa¬ 
tion,  they  could  turn  nightmares  like  me  into  revenue¬ 
generating  dreams.  BBI 

Features  Editor  Megan  Santosus  can  be  reached  via 
e-mail  at  santosus@cio.com. 
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THE  WORLD  WILL 
NEVER  BE  THE  SAME 

Announcing  Xfactory 
Visual  Object  Modeling  for  PIES 


The  right  technology  and  the  right  people  have  finally  come  together  to  bring 
you  Xfactory*  Built  from  the  ground  up,  using  the  latest  Microsoft  innovations, 
Xfactory  gives  you  overnight  control  of  your  manufacturing  world. 


u Xfactory  redefines  the 
Manufacturing  Execution  System 
(ME S)  application  space  by  optimal¬ 
ly  leveraging  Microsoft  technologies 
and  the  Windows  Distributed 


interNet  Applications  (DNA)  archi¬ 
tecture .  By  starting  with  a  clean 
slate  and  a  pure  3 -tier  architecture, 
Xfactory  brings  unparalleled  ease-of- 


use,  flexibility  and  compatibility  to 
the  market .  If  anyone  else 
can  do  it,  they  should.” 


Marcus  Schmidt, 

Microsoft 

Industry  Marketing  Manager 
for  Manufacturing 


u Xfactory  has  allowed  our  internal 
domain  experts  to  easily  incorporate 
our  complex  production  processes 
into  its  intuitive  modeling  environ¬ 
ment.  More  significantly,  Xfactory 
has  allowed  us  to  effectively  manage 
process  change  and  raise  visibility  of 
the  production  process  through  our 

value  chain.  As  a  result,  our  total 

-  • 

cost  of  ownership  has  been 

tremendously  lowered.  ” 

-  , 

^sgi  *  - 

Gerald  D.  Brasuell, 

Vice  President 
&  G eneral  Manager, 
Systran  Donner  Inertial 
Division,  BE/  Sensors 

' 

&  Systems  Company 


1-677-USDATA-l 

TC-bflD-T?DD 


Europe: 

+44-1737-22A-fa5D 


www-usdata-com 
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BY  JENNIFER  BRESNAHAN 


A  lot  of  top  executives 
don’t  have  the  answers 
because  they  don’t  ask 
the  right  questions 

IN  1996,  OXFORD  HEALTH  PLANS 
Inc.’s  shoes  were  a  wonderful  place 
to  be.  The  company  was  growing, 
both  in  members  and  in  revenues, 
at  such  a  phenomenal  pace  that 
Fortune  magazine  rated  it  the  fifth 
fastest-growing  company  in  the  United 
States.  And  with  grand  plans  for  a  new,  industry-leading 
computerized  billing  system,  Oxford’s  power  to  dominate  the 
marketplace  seemed  more  secure  than  ever. 

But  then  something  happened  that  transformed  the 
Norwalk,  Conn. -based  health  benefits  provider  from  a  tri¬ 
umphant  giant  into  a  cautionary  business  parable  about  what 
can  go  wrong  when  executives  pay  too  little  or  the  wrong  kind 
of  attention  to  information  technology.  In  large  part,  that 
“something”  was  Oxford’s  poorly  conceived  and  managed 
billing  system,  which  blackened  the  company’s  good  name 
and  contributed  to  its  stock  price  falling  by  two-thirds,  trig¬ 
gering  losses  of  about  $300  million.  This  reversal  of  fortune 
was  arguably  preventable  had  Oxford  management  more 
closely  scrutinized  the  project’s  purpose  and  performance. 
“The  situation  clearly  could’ve  been  avoided  if  the  executive 
team  had  asked  the  right  kinds  of  questions,”  says  Ray  Perry, 


former  CIO  of  Avon  Products  Inc. 
and  visiting  professor  of  computer 
and  information  systems  at  the 
University  of  Michigan  Business 
School  in  Ann  Arbor. 

Oxford’s  case  is  not  as  unusual  as 
one  might  think.  Companies  live  or 
die  by  IT.  When  technology  invest¬ 
ments  are  perfectly  aligned  with  busi¬ 
ness  goals  and  work  flawlessly,  they 
imbue  an  enterprise  with  incredible 
strength — just  look  at  Wal-Mart  Inc. 
or  Federal  Express  Corp.  But  when 
companies  fail  to  identify  the  right  IT- 
enabled  opportunities,  deploy  ill- 
conceived  systems  or  mismanage  the 
overall  activity,  IT  systems  can  sink 
even  mighty  ships  like  Oxford.  But  a  ship  doesn’t  need  to  sink 
to  be  in  trouble.  Poorly  envisioned  and  executed  IT  invest¬ 
ments  become  slow  leaks  that  can  burden  a  company  while 
remaining  almost  unnoticed — until  it’s  too  late.  Half  of  all 
technology  projects  fail  to  meet  CEO  expectations,  according 
to  Cambridge,  Mass. -based  consultancy  CSC  Index,  a  sub¬ 
sidiary  of  Computer  Sciences  Corp.  in  El  Segundo,  Calif.  But 
instead  of  figuring  out  where  and  why  a  project  fails,  business 
executives  sometimes  use  the  CIO  as  a  scapegoat,  leading  to 
a  revolving  door  atop  the  IT  function  and  an  underlying  prob¬ 
lem  that  never  gets  addressed. 

Considering  how  few  business  initiatives  today  can  succeed 
without  assistance  from  IT,  executives  would  be  wise  to 
become  enlightened  partners  in  the  IT  process  and  thus  help 
ensure  its  overall  success.  After  all,  allocating  blame  becomes 
irrelevant  when — sink  or  sail — everybody  is  in  the  same  boat. 


m 


HOW  DO  BUSINESS  EXECUTIVES 
measure  whether  and  to  what  degree 
IT  is  really  helping  their  organizations 
innovate,  grow  and  compete?  By  ask¬ 
ing  the  right  questions.  CEOs,  COOs, 
CFOs  and  vice  presidents  should  read 
this  article  to  learn 
The  five  most  important  questions 
to  ask  the  CIO 

How  to  go  about  answering  the 
significant  questions 
How  executives  at  Prudential 
Insurance  Co.  tackle  this  issue 
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Recognizing  the  need  to  get  involved 
in  IT  decision  making  is  one  thing,  but 
actually  knowing  how  to  do  it  is  anoth¬ 
er.  Many  business  executives  struggle  to 
get  their  brains  around  IT.  Under¬ 
standably,  they  balk  at  measuring  the 
value  and  performance  of  something  so 
intimidatingly  complex  and,  well,  so 
technical.  But  being  a  good  executive 
officer  requires  knowing  how  to  lever¬ 
age  IT  to  advance  business  goals.  And 
doing  that  well  means  evaluating 
whether  IT  is  actually  living  up  to  its 
potential.  The  only  way  to  do  that,  short 
of  going  back  to  school  for  a  degree  in 
information  systems,  is  to  ask  the  CIO 
the  right  questions  and  hold  him  or  her 
accountable  for  providing  the  right 
answers.  The  five  questions  below  offer 
a  guide  to  that  conversation. 

IHow  does  IT  influence  the 
customer  experience? 

gp  The  best  defense  against  an 
|  Oxford-type  disaster  is  to 

l  adopt  this  simple  doctrine:  IT 
systems  should  match  business  objec¬ 
tives.  Otherwise,  “The  systems  are 
focused  internally  on  things  that  are 
divorced  from  what  really  creates 
value,”  says  Nick  Vitalari,  executive  vice 
president  of  The  Concours 
Group,  a  Houston-based 
management  consulting, 
research  and  education  firm. 

And  for  virtually  every  suc¬ 
cessful  enterprise,  customer 
satisfaction  is  a  crucial  busi¬ 
ness  objective.  Indeed,  in 
some  commodity-style  indus¬ 
tries,  improving  the  customer 
experience  offers  the  best  and 
sometimes  the  only  hope  of 
competitive  differentiation. 

IT  should  enable  a  busi¬ 
ness  to  deliver  a  higher-qual¬ 
ity  customer  experience  at  a 
lower  cost  to  the  company. 

While  some  technologies 
(such  as  online  trading  systems  from  the 
likes  of  Charles  Schwab  &  Co.  Inc.  and 
Fidelity  Investments)  deliver  highly  vis¬ 
ible  forms  of  customer  interaction,  cus¬ 
tomers  don’t  need  to  see  technology  to 
benefit  from  it — as  in  the  case  of  a  data 
warehouse  that  enables  a  company  to 
tailor  its  products  to  customer  prefer¬ 
ences  or  a  state-of-the-art  logistics  sys- 


Measuring  Up 


At  Prudential  Insurance  Co., 
the  metric  system  rules 

AT  NEWARK,  N.J. -BASED  PRUDENTIAL  INSURANCE  CO.  OF  AMERICA,  MEASUR- 
ing  IT  value  is  as  much  a  part  of  daily  life  as  checking  e-mail.  Every  busi¬ 
ness  decision  includes  an  IT  component,  and  executives  rely  on  common 
measures  to  make  sense  of  IT’s  contribution.  “IT  is  critical  to  our  business. 
Integrated  IT  and  business  measures  are  therefore  critical  to  managing  that 
business,”  says  Edward  M.  Rafter,  vice  president  of  operations  and  systems  for 
Prudential  Property  and  Casualty  Group,  a  subsidiary  of  Prudential  Insurance 
Co.  of  America.  “Measures  drive  our  strategy,  tactics  and  behaviors.” 

It  hasn’t  always  been  that  way,  however.  When  Chairman  and  CEO  Arthur  F. 
Ryan  came  aboard  more  than  three  years  ago,  the  company  had  no  formal 
measurements  in  place,  says  Rafter.  In  the  few  instances  when  measurements 
were  used,  they  showed  only  past  performance,  not  how  well  the  company  was 
primed  for  the  future.  But  Ryan  recognized  that  survival  in  the  highly  competi¬ 
tive  insurance  industry  necessitates  constant  monitoring.  He  called  for  com¬ 
panywide  adoption  of  performance  metrics.  The  IS  group  and  business  leaders 
brainstormed  the  company’s  priorities  and  benchmarked  against  an  aggregate 
of  financial  services  companies.  They  decided  to  adopt  a  “balanced  scorecard” 
approach  to  measurement.  A  balanced  scorecard  is  a  way  to  look  beyond  tradi¬ 
tional  financial  measures  to  such  important  elements  as  customer  satisfaction, 
organizational  learning  and  business  process  effectiveness.  Every  initiative  in 
Prudential  is  now  held  up  to  five  key  criteria:  efficiency,  effectiveness,  customer 
satisfaction,  adherence  to  Prudential  standards  and  cost. 

Prudential’s  IS  group  takes  its  measurement  program  more  seriously  than 
most  companies  because  it  operates  under  a  chargeback  structure  in  which  the 
IS  department  bills  individual  business  units  for  its  corporate  services,  such  as 

the  use  of  the  data  center  and  centralized  research. 
If  the  CIO  can’t  justify  costs  and  demonstrate  value, 
the  business  units  are  free  to  fill  their  IS  needs  else¬ 
where.  Everyday,  Prudential’s  IS  staff  automatically 
collects  performance  data,  which  is  rolled  up  into 
monthly  and  quarterly  reports.  IS  also  conducts 
executive  satisfaction  surveys  on  a  regular  basis  to 
gauge  whether  it’s  meeting  business  leaders’ 
expectations  and  needs.  These  tasks  have  been 
built  into  the  group’s  daily  routine. 

“For  a  measurement  effort  to  be  successful  long 
term,  it  has  to  be  embedded  into  the  culture,”  says 
Bruce  Gray,  vice  president  of  systems  planning  and 
measurement. 

But  IS  isn’t  the  only  group  that  relies  on  mea¬ 
surements.  Prudential  executives  use  the  reports 
generated  by  IS  to  inform  decisions  made  in  their 
monthly  management  control  meetings  and  the 
annual  business  strategy  and  planning  process.  In 
addition,  before  the  launch  of  a  major  project,  IS 
and  business  people  meet  to  determine  if  they 
should  add  any  special  measures  specific  to  the 
new  project.  “This  institutionalizes  partnering 
between  business  and  IT,”  says  Director  of  Business  Measurement  Angela 
A.  Brown.  “A  lot  of  measurement  programs  fail  because  they’re  actually  that— a 
program.  They  don’t  have  buy-in  across  the  organization.  The  difference  here  is 
we’ve  started  at  the  top  with  the  business  executives.”  Bresnahan 


Edward  Rafter:  A  three-year 
culture  shift  has  made  IT  a 
key  component  of  all 
business  metrics. 
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Before  taking  another  step,  call  us  to  ensure  your 
remediated  software  is  truly  Year  2000  compliant. 

Audits  conducted  by  Reasoning,  Inc.,  of  Y2I<  software  repairs  have  revealed  serious  defects  and  fatal  errors.  Only 
Reasoning's  highly  automated  tools  and  services  can  inspect  your  remediated  code  fast  and  with  unparalleled 
accuracy-reducing  the  risk  of  Y2K  failures  and  the  cost  of  compliance.  Our  Y2K  inspections  also  find  errors  in 
remediated  code  prior  to  testing  at  l/10th  the  cost,  audit  applications  you  don't  have  time  to  test,  and  assure  due 
diligence  in  the  event  of  liability  claims.  Look  again  before  you  leap  into  the  next  millennium. 

Call  Reasoning  today  at  1-888  FIX-4-Y2K  (349-4925)  or  visit  our  web  site  at  www.reasoning.com. 
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tem  that  allows  an  organization  to  de¬ 
liver  a  product  two  days  earlier  than  the 
competition. 

Companies  embrace  the  goal  of 
improving  customer  satisfaction  to  vary¬ 
ing  degrees.  If  you’re  in  doubt  about 
your  own  efforts,  look  outside  your 
company  to  see  how  others  do  it.  At  the 
extreme  end  of  the  spectrum  are  com¬ 
panies  like  San  Jose,  Calif.-based  Cisco 
Systems  Inc.  The  $6.5  billion  Internet 
networking  vendor  is  loath  to  approve 
a  new  IT  project  unless  it  directly  affects 
the  customer  experience  (see  “Someone 
to  Watch  Over  IT,”  CIO  Section  2,  May 
15,  1998).  Cisco  claims  that  this  cus¬ 
tomer-oriented  approach  saves  it  at  least 
$290  million  per  year  in  operating  costs 
and  gives  it  a  substantial  competitive 
boost.  As  a  result,  organizations  com¬ 
peting  directly  with  a  Cisco  should  think 
hard  about  making  customer  satisfac¬ 
tion  a  priority  when  designing  systems. 

But  not  all  customer-focused  systems 
are  good  customer-focused  systems. 
Don’t  fall  into  the  trap  of  creating  tech¬ 
nology  systems  just  for  the  sake  of  hav¬ 
ing  them.  The  last  thing  you  want  is  a 
system  that  degrades  customer  satisfac¬ 
tion  levels.  Better  not  to  invest  in  an 
automated  customer  support  hotline  at 
all,  for  example,  if  customers  with 
unusual  questions  get  frustrated  because 
they  can’t  talk  to  a  real  human.  (In  fact, 
you  should  reject  out  of  hand  any  cus¬ 
tomer-facing  system  that  does  not  pro¬ 
vide  an  escape  hatch  to  human  support.) 
The  effect  that  systems  have  on  the  cus¬ 
tomer  experience  can  be  measured  by 
analyzing  customer  surveys  or  com¬ 
plaints  logged  into  a  help  desk.  If  neither 
of  these  data  points  is  available,  that  in 
itself  is  a  red  flag  about  your  compa¬ 
ny’s — and  IS  department’s — commit¬ 
ment  to  customer  satisfaction. 

2  Does  IT  enable  or  retard 
growth?  An  important  goal 
of  the  IS  department  should  be 
to  enable  business  growth 
opportunities.  In  a  merger  or 
acquisition,  for  instance,  IT  should  clear 
the  path  for  the  unimpeded  flow  of 
information  and  operations.  The  inte¬ 
gration  of  two  companies’  technology 
systems  can  be  the  single  biggest  factor 
in  a  merger’s  success  or  failure.  Yet  all 
too  often  the  IT  function  isn’t  factored 


You  can  make  customers 
completely  satisfied  and 
still  miss  new  business 
opportunities  across  the 

enterprise.”  -bob  morison 


into  initial  strategic  conversations. 
Consequently,  this  vital  component  of 
success  becomes  an  afterthought,  lead¬ 
ing  to  such  snafus  as  the  logistics  break¬ 
down  between  the  Southern  Pacific  and 
Union  Pacific  railroads,  according  to 
Vitalari.  The  two  railroads’  failure  to 
resolve  technological  and  cultural  dif¬ 
ferences  when  they  merged  in  1997  was 
reported  to  have  caused  widespread 
gridlock  that  cost  them  and  their  sup¬ 
pliers  millions  of  dollars. 

Beyond  merely  enabling  already  iden¬ 
tified  expansion  opportunities,  the  CIO 
should  also  pose  new  ideas  for  growth. 
CIOs  are  uniquely  qualified  to  broaden 
strategic  possibilities  by  proposing  new 
applications  of  emerging  technologies. 
In  fact,  information  technology  can  help 
grow  the  business  to  such  a  degree  that 
it  becomes  its  own  line  of  business.  Just 
look  at  the  Sabre  Network,  once  an 
application  to  help  American  Airlines 
Inc.  keep  track  of  seats,  flights  and  reser¬ 
vations  and  now  the  world’s  largest  pri¬ 
vately  owned  real-time  computer  net¬ 
work.  Or  look  at  Amazon.com  Inc.’s 
mighty  Web  bookstore — which  is  help¬ 
ing  to  transform  an  entire  industry. 

How  do  you  know  if  IT  is  fulfilling  its 
potential  to  help  the  business  grow?  First, 


evaluate  the  role  IT  played  in  the  compa¬ 
ny’s  major  growth  moves  in  the  past  few 
years:  Was  the  CIO  present  at  all  impor¬ 
tant  conversations  about  strategy?  Did  he 
or  she  make  suggestions  about  new  ways 
to  do  things?  Can  the  CIO  articulate  the 
long-term  vision  for  the  IS  department 
and  how  it  relates  to  the  overall  business 
strategy?  Your  CIO  has  a  responsibility 
to  communicate  new  developments  to  the 
executive  team.  If  you  aren’t  receiving 
such  updates,  you  may  have  cause  for 
concern  because  the  CIO  could  overlook 
something  important. 

Does  IT  favorably  affect 
productivity?  Information 
technology  can  help  people  do 
things  faster,  easier  and  better. 
It  should  empower  productiv¬ 
ity  at  the  level  of  both  the  individual 
employee  and  the  organization.  Is  that 
happening  at  your  company? 

One  way  to  find  out  is  by  looking  at 
internal  feedback  gleaned  from  steering 
committees,  review  boards  and  councils 
and  surveys  of  end  users.  End-user  sur¬ 
veys  are  good  for  turning  up  festering 
problems  that  impair  employee  produc¬ 
tivity.  But  they  also  have  their  limits, 
according  to  Bob  Morison,  senior  vice 
president  at  The  Concours  Group.  Even 
when  users  express  overall  satisfaction, 
he  says,  that  may  not  indicate  a  clean  bill 
of  health.  “You  can  make  customers 
completely  satisfied  and  still  miss  new 
business  opportunities  across  the  enter¬ 
prise.” 

Again,  the  truest  measure  of  IT’s 
impact  on  productivity  is  the  degree  of 
alignment  between  IS  and  business  strat¬ 
egy.  Just  because  the  CIO  provides  cut¬ 
ting-edge  technology  tools  doesn’t  mean 
he’s  necessarily  improving  productivity. 
“Someone  can  be  very  satisfied  with  the 
latest  ‘gee-whiz’  technology,  but  they’re 
not  operating  any  differently  and  there¬ 
fore  the  organization  is  not  getting  any 
value  from  IT,”  says  Vitalari.  “Often 
organizations  go  merrily  along  upgrad¬ 
ing  to  the  latest  version,  but  from  a  busi¬ 
ness  standpoint  [this]  has  a  negative 
impact  on  productivity  because  they’re 
making  additional  capital  investments 
and  may  not  be  getting  any  value  out  of 
it.”  It’s  also  worth  noting  that  produc¬ 
tivity  is  often  retarded  when  people  have 
to  climb  the  next  upgrade’s  learning 
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ITIBCO  software  connects  all  your  applications,  databases  and  networks.  You  become 

a  global,  real-time,  event-driven  enterprise.  (Over  500  of  the  world's  leading 
corporations  are.)  You  know  instantly  the  relevant  events  that  drive  your  business. 
Your  business  processes  are  integrated  for  smarter,  faster  decisions.  You  reduce 
cycle  times.  You  deliver  customer  service  at  the  highest  level.  You  win. 
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curve.  You  probably  won’t  have  diffi¬ 
culty  discerning  whether  the  CIO’s 
investments  are  off  target  because  the 
business  groups  will  vote  usually  with 
their  feet  by  seeking  alternatives  to  in- 
house  IS. 

The  ultimate  measure  of  IT’s  impact 
on  productivity,  however,  comes  from 
your  own  experience.  Has  your  behav¬ 
ior  changed  as  a  result  of  technology? 
Are  you  able  to  make  decisions  faster 
and  easier  than  in  the  past?  What 
sources  of  insight  do  you  lack  that  could 
help  you  be  a  more  effective  business 
leader?  Do  you  spend  too  much  time 
looking  for  information?  Does  the  CIO 
know  of  your  frustrations,  and  is  he 
responding?  If  the  answer  to  any  of  these 
questions  is  “no,”  then  you  need  to  sit 
down  with  the  CIO  and  hammer  out  an 
attack  plan  to  turn  the  situation  around. 

Does  IT  advance  organi¬ 
zational  innovation  and 
learning?  Technology  alone 
can’t  foster  innovation.  To 
flourish,  innovators  need  an 
open,  risk-friendly  corporate  culture.  To 
nurture  innovation,  IT  can  develop  tools 
that  help  employees  share  information 
and  learn  from  others.  Take  a  hard  look 
at  how  your  employees  research  their 
ideas.  Is  there  an  easier  way?  Can  geo¬ 
graphically  dispersed  groups  exchange 
ideas  and  experiences  electronically?  Is 
there  a  mechanism  for  capturing  insti¬ 
tutional  knowledge?  What  about  for 
obtaining  and  storing  ideas  from  even 
the  lowest-ranking  employees?  The  CIO 
should  play  a  significant  role  in  both 
articulating  the  new  space  created  by 
technological  advancements  and  pro¬ 
viding  employees  with  tools  to  capital¬ 
ize  on  their  creative  potential. 

Benchmarking  against  other  compa¬ 
nies  is  the  surest  way  to  answer  this 
question.  If  competitors  are  beating  you 
to  market  with  innovations,  you  need  to 
ramp  up  your  efforts.  And  such  IT  tools 
as  intranets,  videoconferencing,  elec¬ 
tronic  whiteboards  and  online  training 
courses  play  an  increasingly  important 
role  in  stimulating  communication  and 
collaboration. 

At  Dallas-based  electronics  vendor 
Texas  Instruments  Inc.,  a  corporate 
intranet  helps  inspire  employees  to  new 
creative  heights  (see  “The  Elusive 


Muse,”  CIO  Section  2,  Oct.  15, 1997). 
TI  Tomorrow  encourages  employees  to 
think  creatively  by  offering  them  virtual 
classrooms,  content,  tools  and  brain¬ 
storming  space.  Employees  can  even 
post  classified  ads  seeking  help  with  a 
project.  In  addition,  TI  employees  never 
waste  time  reinventing  the  wheel 
because  they  can  access  a  database  on 
the  intranet  with  narratives  about  suc¬ 
cessful  and  unsuccessful  innovations. 

5  How  well  is  IS  run?  This  is 
both  the  most  and  least  impor¬ 
tant  question  to  answer.  But  it’s 
the  one  executives  have  histor¬ 
ically  concentrated  on,  some¬ 
times  to  the  detriment  of  more  strategic 
assessments.  At  the  high  level  senior 
business  executives  are  concerned  with, 


“If  the  CIO  can  demonstrate 
good  management  of  IT 
and  can  articulate  what 
he’s  doing  to  keep  the  IT 
organization  up-to-date 
and  motivated,  we  don’t 
want  to  bother  dealing  with 
operational  details.” 

-SANDRA  SLAUGHTER 


you  should  almost  be  able  to  answer  this 
question  by  inference  once  you’ve 
answered  the  other  four.  If  your  IS 
department  is  keeping  up-to-date  with 
outside  developments,  focusing  on  the 
customer,  aligning  properly  with  busi¬ 
ness  strategy  and  providing  tools  to  help 
employees  do  their  jobs  better  and  more 
creatively,  then  chances  are  it’s  operat¬ 
ing  effectively.  In  that  case,  sticking  your 
nose  in  the  CIO’s  business  is  unneces¬ 
sary,  counterproductive  and  potentially 
demoralizing.  “If  the  CIO  can  demon¬ 
strate  good  management  of  IT  and  can 
articulate  what  he’s  doing  to  keep  the  IT 
organization  up-to-date  and  motivated, 
we  don’t  want  to  bother  dealing  with 
operational  details,”  says  Sandra 
Slaughter,  assistant  professor  in  infor¬ 
mation  systems  at  Carnegie  Mellon 
University  Graduate  School  of  Industrial 
Administration  in  Pittsburgh. 

If,  on  the  other  hand,  your  CIO  is 
untested  or  appears  unable  to  address 
the  first  four  questions,  then  you  may 
want  to  look  inside  the  department.  A 
malfunctioning  CIO  is  a  danger  to  the 
organization,  leaving  it  vulnerable  to 
looming  crises  like  the  year  2000  prob¬ 
lem  and  the  European  Monetary  Union 
convergence  as  well  as  to  more  nimble 
competitors.  Companies  that  maintain 
inflexible  systems  impair  their  ability  to 
keep  up  with  rivals’  innovations  and  are 
as  good  as  doomed,  even  when  everyone 
else  but  the  CIO  is  doing  the  right  things. 

In  evaluating  IS  at  the  operational 
level,  start  with  the  IT  budget — making 
sure  to  look  at  it  in  the  most  strategic 
light:  What  percentage  of  the  IS  budget 
is  spent  in  furtherance  of  business  objec¬ 
tives?  If  senior  executives  focus  only  on 
operational  details  like  cost  and  spend¬ 
ing,  says  Vitalari,  they  can  draw  the 
wrong  conclusion.  “I  could  be  spending 
the  right  amount  but  be  spending  it  on 
all  the  wrong  things,”  he  says. 

“The  bottom  line  is  that  the  CIO  job, 
unlike  many  jobs,  depends  heavily  on 
the  involvement  of  line  management  in 
the  use  of  technology,”  says  Perry. 
“Where  that  exists,  you  have  really  good 
results.  Where  that  doesn’t  exist,  it 
almost  always  results  in  the  failure  of  the 
function  and  the  individual.”  HQ 


Senior  Writer  Jennifer  Bresnahan  can  be 
reached  at  jbresnahan@cio.com. 
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THINKING  about  implementing  a  Decision  Support  System? 
Sequent0  can  take  you  through  a  proven,  highly  productive 
process  that  defines  your  business  requirements  and  builds 
a  system  that  meets  them. 

Sequent  is  the  world  leader  in  high-end  open  systems, 
with  more  than  10,000  installations.  Recently,  Sequent 
announced  NUMA-Q™  2000,  a  robust,  scalable  architecture 
designed  for  the  open  data  center.  And  Sequent  is  the  recognized 
pioneer  of  Decision  Support  and  Data  Warehousing  in  the  open 
systems  environment. 

Sequent  Computer  Systems,  Inc.  Beaverton,  OR 

©1998  SEQUENT  COMPUTER  SYSTEMS,  INC.  ALL  RIGHTS  RESERVED.  SEQUENT  IS  A  REGISTERED  TRADEMARK 
AND  DECISION  ADVANTAGE  AND  NUMA-Q  ARE  TRADEMARKS  OF  SEQUENT  COMPUTER  SYSTEMS,  INC. 


Now  Sequent  has  distilled  15  years  of  experience  supporting 
customer  success  into  a  portfolio  of  hardware,  software  and 

i 

services  called  Decision  Advantage.™  Combining  the  right  mix  of 
people,  processes,  partners,  platforms  and  proof,  Sequent  Decision 
Advantage  moves  your  company  from  a  blank  piece  of  paper  to 
a  production  data  warehouse  in  as  few  as  three  months. 

Give  your  company  the  competitive  advantage  it  deserves. 
To  learn  more  about  Sequent  and  Decision  Advantage  go  to 
www.sequent.com/offerings/dss-proven3  or  call  1-800-257-9044 
or  503-626-5700. 


The  days  of  approving  IT  budgets 
with  nary  a  raised  eyebrow  have  gone 
the  way  of  the  buffalo.  Today,  savvy  executives 
demand  business  value  for  their  IT  buck. 

BY  LYNDA  RADOSEVICH 


for  the  Budget 

Nancy  Brodie  did  not  feel  inclined  to  approve  funding  for  new  client  manage¬ 
ment  software  for  Penn  Mutual  Life  Insurance  Co.’s  independent  agents  last  year. 
The  project  offered  no  obvious  return  on  investment,  and  Brodie,  the  CFO  for  the 
Horsham,  Pa.,  insurance  firm,  reasoned  that  if  the  independent  agents  in  40  field 
offices  across  the  United  States  really  wanted  the  new  system,  they  would  buy 
it  themselves.  Then  she  visited  the  field  and  came  back  with  a  different  conclu¬ 
sion.  “High-producing  agents  were  going  to  leave  us,  and  they  came  back  to  us 
on  the  strength  of  our  [proposed]  technology.  That  made  a  believer  out  of  me,” 
Brodie  says.  With  the  value  of  the  project  now  apparent,  she  quickly  approved 
the  funds. 

Brodie’s  about-face  points  to  a  broader  shift  in  how  executives  think  about 
IT  when  it  comes  time  to  plan  annual  budgets.  Traditionally,  companies  justified 
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IN  THIS  ARTICLE,  YOU  WILL  LEARN 

►  How  some  companies  try  to 
determine  IT’s  business  value 

►  Why  it’s  important  to  set  strategic 
business  and  IT  goals  at  the  same 
time 

►  Why  IS  and  business  managers 
should  educate  each  other  during 
the  IT  budget  process 
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Penn  Mutual  CIO 
Sue  Kozik  (left)  and 
CFO  Nancy  Brodie 
believe  in  educating 
senior  staff  to 
increase  awareness 
of  emerging 
technologies  and  to 
determine  whether 
those  technologies 
fit  in  with  the 
company’s  goals. 


YOU  MIGHT  BUY  THE  IDEA 
THAT  A  LOT  OF  SERVERS 
CAN  DO  THE  JOB 

OF  THE  NEW  S/390*  G5  SERVER. 


BUT  THEN  YOU’D 
HAVE  TO  BUY 
A  LOT  OF  SERVERS. 


IBM  S/390  PARALLEL  ENTERPRISE  SERVER  -  GEN ERATION  5™ 

With  twice  the  power  of  its  high-end  predecessors,  the  new  CMOS-based  S/390  G5  enterprise  server  easily 
handles  the  largest  workloads.  It  supports  UNIX,®  Java™  and  hot  new  apps  like  SAP  R/3,  Baan*  PeopleSoft,  Oracle 
Applications  and  Lotus®  Domino'."  It  even  helps  reduce  cost  by  enabling  server  consolidation.  And  all  this  can  be 
run  as  a  single  enterprise  system.  Looking  to  do  business  on  the  Net?  The  S/390  server  offers  Parallel  Sysplex® 
technology  with  unsurpassed  99.999%  availability  and  bulletproof  security.  To  put  a  lot  more  server  behind 
your  enterprise,  visit  www.s390.ibm.com/g5  IBM  S/390:  The  defining  standard  in  enterprise  computing. 
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an  information  system  based  on  how  many  bodies  it  would 
replace  or  because  an  IT  director  said  it  was  the  right  thing  to 
do.  “What  I  saw  10  years  ago  was  that  the  technology  budget 
would  ebb  and  flow  with  the  political  stature  of  the  individ¬ 
ual  in  charge  rather  than  on  the  value  of  the  technology  to  the 
strategic  thrust  of  the  organization,”  says  Brodie. 

But  in  today’s  increasingly  data-dependent  world,  execu¬ 
tives  are  much  more  conscientious  when  evaluating  IT  spend¬ 
ing.  They  see  IT  as  a  vital  competitive  tool.  And  with  rising 
costs — average  IT  spending  rose  from  1.4  percent  of  revenues 
in  1995  to  2.6  percent  in  1996,  according  to  the  “1996-97 
North  American  CIO  Survey,”  a  Deloitte  &  Touche  study  of 
about  500  companies — they  want  to  make  certain  that  an  IT 
investment  will  improve  their  revenue  stream  or  that  the  lack 
of  one  will  hurt  it.  What  they’re  looking  for  before  writing  the 
checks  are  direct  links  to  value.  “Versus,  say,  10  years  ago, 
there’s  been  a  lot  more  importance  placed  on  being  able  to 
quantify  what  [IT’s]  benefits  are,”  says  William  J.  Shaw,  pres¬ 
ident  and  COO  of  Washington,  D.C. -based  Marriott 
International  Inc. 

But  value  is  a  subjective  measure.  In  Penn  Mutual’s  case, 
the  value  of  the  new  client-tracking  system — not  losing  star 
performers — is  difficult  to  quantify.  As  of  yet,  there  are  no 
bean-counter-friendly  ways  to  determine 
IT’s  business  value.  “I  would  be  hard 
pressed  to  say  this  [formula  or  that  for¬ 
mula]  is  the  definitive  case  of  ho  w  to 
attribute  value  to  IT  in  the  same  way,  for 
instance,  that  I  would  say,  this  is  how 
you  measure  gross  national  product,” 
says  Doug  Downing,  a  partner  with 
Deloitte  &  Touche  Consulting  Group  in 
Toronto. 

So  when  the  talk  turns  to  IT  at  bud¬ 
get  time,  companies  have  to  come  up 
with  creative  ways  to  judge  its  business 
value. 

Achieving 

Companywide  Value 

Executives  agree  that  too  often,  compa¬ 
nies  think  that  IT  value  means  having 
the  latest,  greatest,  state-of-the-art  sys¬ 
tem.  “Many  organizations  that  I  have  seen  get  caught  up  in 
ensuring  that  they  have  current  systems  and  current  processes 
in  place  to  make  the  life  of  their  employees  simpler  or  easier. 
I  think  [that’s]  wrong.  To  me,  information  technology,  systems 
and  processes  should  be  used  to  do  only  one  thing:  Enhance 
your  competitive  position  with  your  customer,”  says  Edward 
Drudge  Jr.,  chairman  and  CEO  of  Personnel  Group  of  America 
Inc.  in  Charlotte,  N.C. 

And  while  most  companies  get  some  value  out  of  their  IT 
spending,  many  fail  to  achieve  companywide  value  because 
they  undertake  IT  projects  without  looking  at  whether  the 
projects  will  benefit  the  whole  organization.  Often,  depart¬ 
ment  heads  lob  requests  at  the  information  systems  people 
who  simply  convert  the  requests  into  initiatives  and  queue 


them  up,  says  Robert  Lewis,  a  business  strategy  and  IT  effec¬ 
tiveness  consultant  at  Dallas-based  Perot  Systems  Corp.  The 
bad  news  with  the  queue  method  is  that  companies  end  up 
with  departmental  value,  not  companywide  value.  “The  busi¬ 
ness  unit  leaders  are  asking  the  right  questions  within  their 
experiential  frameworks,  but  I’m  not  convinced  that  market¬ 
ing  is  asking  questions  in  a  [way]  that  links  marketing  to  prod¬ 
uct  design  and  product  design  to  manufacturing, ”  Lewis  says. 

Get  Executive  Buy-in 

To  make  certain  executives  consider  the  big  picture,  some  com¬ 
panies  are  setting  strategic  business  and  IT  goals  at  the  same 
time.  At  many  large  companies,  an  executive  steering  com¬ 
mittee,  typically  comprising  the  CEO,  president,  COO,  CIO 
and  senior  line  management,  lays  the  long-term  funding  strat¬ 
egy  for  IT  in  conjunction  with  business  initiatives.  Then  a  sec¬ 
ond  group,  consisting  of  the  business  managers  (such  as  direc¬ 
tor  of  marking,  director  of  IS),  approves  funding  for  the 
projects  that  align  with  the  company’s  strategic  goals. 

At  Palo  Alto,  Calif.-based  Andersen  Consulting,  for  instance, 
someone  from  its  16-member  executive  committee  sponsors 
every  major  IT  initiative,  says  Charles  Paulk,  a  managing  part¬ 


ner  and  CIO  based  in  Northbrook,  Ill.  Paulk  works  with  mem¬ 
bers  of  the  committee  to  align  their  needs  with  available  tech¬ 
nologies  and  helps  each  of  them  come  up  with  an  annual  IT 
plan.  The  plans  then  go  to  a  45-member  global  management 
council,  made  up  of  partners  from  around  the  world,  that  pri¬ 
oritizes  all  of  the  firm’s  investments,  including  IT-related  ones. 
(A  year  2000  remediation  plan  will  get  higher  priority  than  one 
without  such  an  immediate  deadline,  for  example.)  The  glob¬ 
al  council  then  weighs  the  IT  budget  against  proposed  budgets 
in  departments  such  as  advertising  and  marketing  and  deter¬ 
mines  overall  spending  for  the  company. 

By  making  sure  IT  initiatives  have  executive-level  sponsor¬ 
ship  and  that  they  compete  with  non-IT  projects  for  funding, 
Andersen  is  able  to  ensure  that  even  difficult-to-measure  proj- 


IT  dollars  appear  to  be  buying  less  support 
for  business  growth  joq6 


IT  spending  per  employee 


Revenue  per  employee 


1996 

$6,160 


$296,000 


19  97 

$7,521 

$290,000 


Revenue  supported  for  each  IT  dollar  spent 


Note:  A  possible  reason  for  the  decreased  value  of  IT  spending  is  that  year  2000 
spending  is  diverting  IT  dollars  to  nonvalue-producing  activities. 
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APTABILITY  MADE  REMEDY  THE  #1 
ENTERPRISE  HELP  DESK  SOLUTION. 


YOU  CAN’T 


PREVENT 


CHANGE  The  enterprise  is  constantly  adapting 

to  new  technologies,  new  market 

conditions,  new  business  processes.  That's  why  6  out  of  10  Fortune  100 
companies  have  chosen  Remedy  to  provide  adaptable  applications  to 
meet  changing  business  needs. 


BUT  YOU  CAN  ADAPT. 


Remedy  applications  for  Change  Management,  Asset  Management 
and  Service  Level  Agreements  tightly  integrate  with  Remedy  Help 
Desk™  for  a  comprehensive  enterprise  IT  solution.  Remedy  also  provides 
the  service  expertise  to  optimize  the  implementation  for  higher  IT 
efficiency  and  productivity. 

To  see  how  Remedy  fulfills  your  IT  vision  with  unequaled  ROI, 
visit  Remedy  at  www.remedy.com. 


www.remedy.com 


©1998  Remedy  Corporation.  1505  Salado  Drive.  Mountain  View.  CA  94043.  Remedy  and  the  Remedy  Corporation  logo  are  registered  trademarks  and  Remedy  Help  Desk  is  a  trademark  of  Remedy  Corporation.  All  rights  reserved. 
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ects,  like  a  knowledge  management  system,  have  a  good  chance 
of  improving  the  bottom  line.  “I’m  not  suggesting  this  is  the 
only  reason  we’ve  had  compound  growth  over  20  percent. 
Aggressive  advertising  and  a  good  economic  environment  have 
contributed,”  Paulk  says.  “But  at  our  size,  when  we  look  at 
what  makes  a  difference  in  our  ability  to  grow  and  maintain 
quality,  it’s  the  use  of  IT  to  leverage  knowledge  capital.” 

Business  people  joke  about  the  CEO  who  sees  an  ad  for  the 
latest  technology  in  an  airline  magazine,  then  insists  that  his 
company  buy  it.  But  they  agree  that  one  way  to  ensure  that  IT 
budgets  are  not  aligned  with  business  goals  is  to  spend  a  lot 
of  money  on  the  latest  fad.  Lewis  tells  of  a  newspaper  com¬ 
pany  that  got  almost  religious  about  computer  aided  systems 
engineering  (CASE)  a  few  years  ago.  The  company  spent  mil¬ 
lions  of  dollars  to  make  the  programs  more  effective.  The  IS 
department  developed  a  whole  new  methodology  around 
“knowledge  engineering,”  an  integral  philosophy  of  CASE. 
Soon  the  company  decided  that  knowledge  engineering  was 
a  value  to  the  company  all  by  itself.  “I  heard  someone  say,  ‘If 


this  company  is  serious  about  CASE,  they’ll  spend  this 
amount.’  This  was  a  newspaper!  It  wasn’t  serious  about  CASE; 
it  was  serious  about  news.  It  was  bizarre,”  Lewis  says. 

To  avoid  the  airline  magazine  syndrome,  some  companies 
devote  a  portion  of  each  steering  committee  meeting  to  dis¬ 
cussing  emerging  technologies  and  their  potential  impact  on 
the  company’s  IT  investment  model.  Sue  Kozik,  CIO  at  Penn 
Mutual,  recently  set  up  a  two-hour  Internet/intranet/ extranet 
education  program  with  senior  staff  to  increase  awareness  of 
emerging  technologies  and  explain  how  they  may  or  may  not 
fit  in  with  the  company’s  goals.  “When  they  get  stopped  on 
the  street  by  a  customer  or  a  peer,  1  want  them  to  know  what 
this  stuff  is  and  be  able  to  say  what  the  company  is  doing  about 
it,”  she  says. 

Speak  the  Same  Language 

Even  with  ongoing  education,  many  senior  executives  still  find 
that  the  value  of  IT  spending  is  more  difficult  to  grasp  than  that 


Marriott  CIO  Carl  Wilson  (left) 
and  William  Shaw,  president  and  COO, 
break  down  their  largest  IT  projects 
so  that  they  deliver  valuable 
components  within  six  to  nine  months 
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Successful  CIOs 
;  put  us  at  the  top  of  their  list 


I mm 
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Dial  tone  availability. 

No-wait  performance. 

Seamless  manageability. 
Maximum  return  on  investment. 

Today’s  CIO  knows  that  the  IS 
organization  is  measured  by 
ever  increasing  standards. 

Vital  business  processes  require 
applications  and  data  that  are 
available  around  the  clock. 

Across  a  rapidly  changing 
mix  of  platforms,  databases, 
applications,  and  the  Internet. 

For  more  than  17  years, 
successful  CIOs  at  global  1000 
firms  (including  the  top  ten  most 
profitable  companies  in  the  world) 
have  called  on  one  vendor  to  help 
them  ensure  the  highest  levels  of 
availability,  performance  and 
recoverability  -  BMC  Software. 

For  a  complete  list  of  more  than 
160  innovative  software  solutions 
that  will  help  you  increase  service 
levels  while  lowering  total  cost  of 
ownership,  view  us  on  the  Web 
at:  www.bmc.com/info. 

Or  call  for  our  free  white  paper 
“Eight  keys  to  high  availability, 
performance,  integrity  and 
control”  at  800  811-6766. 


Rely  on  BMC  Software  to  gain  higher  availability,  performance,  and  recoverability  for: 


Applications 

Baan 

Lotus  Notes 
Microsoft  Exchange 
Oracle  Applications 
PeopleSoft 
SAP  R/3 
Others 


Databases 

ADABAS 

CA-Ingres 


DB2  Common  Server 
DB2  for  MVS 
I  MS/D  B 
IMS  Fast  Path 
Informix 

Microsoft  SQL  Server 

ObjectStore 

Oracle 

PROGRESS 

Rdb 

Sybase 

Others 


Messaging/Middleware 

DCE 

MQSeries 

TUXEDO 

Others 


Operating  Systems 

MVS  &  OS/390 

OpenVMS 

OS/2 

Unix 

VM 


VSE 

Windows  NT 
Others 


And  solutions  for: 

Networks 
Online  systems 
Data  types 
Internet  services 


SOFTWARE 


BMC  Software,  the  BMC  Software  logos,  and  all  other 
product  or  service  names  are  registered  trademarks  or 
trademarks  of  BMC  Software,  Inc.  in  the  USA  and  in 
other  select  countries.  ®  and  ™  indicate  USA 
registration  or  USA  trademark.  *OB2,  CA,  Informix  and 
Oracle  are  registered  trademarks  or  trademarks  of, 
respectively,  IBM  Corp.;  Computer  Associates 
International,  Inc.;  Informix  Software,  Inc.  and  Oracle 
Corp.  Other  third-party  logos  and  product/trade  names 
mentioned  are  registered  trademarks  or  trademarks  of 
their  respective  companies.  ©1998,  BMC  Software. 
Inc.  All  rights  reserved. 
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of  other  capital  expenditures.  Lending  to  the  problem  is  that 
business  people  often  don’t  share  a  common  language  with  IS 
people.  When  executives  were  schooled  20  or  30  years  ago, 
they  studied  accounting,  finance,  personnel,  marketing,  eco- 


The  most  important  aspect  of 
a  project  is  establishing  the 
partnership  between  the  parties. 

It’s  not  just 

■  1  j  -Myles  Trachtenberg 


Prudential  Healthcare 
CIO  Myles  Trachtenberg  (left) 
and  Michael  O’Gorman, 
a  senior  VP,  have  a  healthy 
outlook  when  it  comes  to 
customer  service. 


nomics,  operations — 
just  about  everything  except 
IT.  “One  of  the  most  frustrating  things  when 
you  get  into  systems,  especially  for  individuals  who  don’t 
have  a  technology  background,  [is  to]  understand  why  a  sys¬ 
tem  costs  so  much  and  why  it  takes  so  long  to  get  developed 
and  rolled  out,”  says  Marriott’s  Shaw. 

To  help  overcome  the  understanding  gap  and  build  a  com¬ 
mon  view  of  IT  value  at  budget  time,  executive  teams  are  con¬ 
sciously  coalescing  around  common  terms.  In  the  past,  IT  and 
business  managers  didn’t  speak  the  same  language,  and  what 
seemed  thrilling  and  important  to  one  group  was  a  confusing 
bore  to  the  other.  Although  the  new  resonant  terms  vary,  the 
most  important  ones  generally  have  to  do  first  with  customer 
relationships,  then  with  revenue  enhancement  and,  lastly,  with 
reducing  risk. 

At  Newark,  N.J.-based  Prudential  HealthCare,  for  example, 
the  magic  words  when  determining  IT  value  are  customer  advo¬ 
cacy,  says  Michael  O’Gorman,  senior  vice  president  of  opera¬ 
tions  and  systems  at  Prudential  HealthCare’s  Operations  and 
Systems  division  in  Roseland,  N.J.  In  general,  he  explains,  the 
health  insurance  industry  suffers  from  the  perception  that  it  cares 


only  about  the  bottom  line.  Prudential  HealthCare  is  changing 
that  perception  by  simplifying  the  medical  process  for  members 
with  nonroutine  health-care  needs.  For  instance,  if  a  member  is 
diagnosed  with  cancer,  Prudential  HealthCare  Wants  to  enable 
the  member  to  see  an  oncologist  without  a  referral  and 
to  offer  counseling  to  the  member’s  family. 

To  support  its  customer-focused  strategy, 
Prudential  HealthCare  is  building  a  data  warehouse 
that  receives  information  on  patient  visits  (but  not 
health  records)  from  physicians’  systems  via  elec¬ 
tronic  data  interchange  (EDI).  The  company  can 
mine  the  information  to  support  customer  service  ini¬ 
tiatives,  such  as  referral  waivers  and  family  counsel¬ 
ing.  O’Gorman  had  no  problem  signing  off  on  the 
funding  for  this  complex,  multimillion-dollar  proj¬ 
ect.  “Anything  that  will  help  us  achieve  the  vision  of 
customer  advocacy  is  a  very  powerful,  persuasive 
argument  in  the  budget  cycle,”  he  says. 

In  addition  to  responding  to  certain  language, 
executives,  especially  CEOs,  have  their  pet  questions 
to  make  sure  an  IT  investment  is  worthwhile.  Chris 
Jesse,  CEO  of  Tangram  Enterprise  Solutions  Inc.  in 
Cary,  N.C.,  likes  to  ask,  “Who  is  against  this  and 
why?”  Jesse  explains  that  if  someone  he  respects  is 
opposed  to  an  IT  project,  it  might  be  for  reasons  the 
technology  sponsor  did  not  consider.  “They  might 
say  we  just  went  through  all  this  change;  one  more 
change  right  now  won’t  be  healthy,”  he  says. 
Personnel  Croup’s  Drudge  wants  to  know  specifi¬ 
cally  how  an  IT  investment  will  enhance  his  compa¬ 
ny’s  competitive  position  with  its  customers. 

Two  other  questions  are  popular  with  executives: 
How  much  will  it  cost  and  how  soon  can  it  be  done? 
Carl  Wilson,  CIO  of  Marriott,  counters  those  ques¬ 
tions  with  one  of  his  own:  “How  quickly  can  the  orga¬ 
nization  change?”  Many  systems  initiatives  support 
business  process  reengineering,  and  the  risk  of  delays  and  fail¬ 
ures  stems  more  from  the  success  of  training  the  people  who 
will  be  using  the  information  than  from  the  underlying  tech¬ 
nology.  The  change  question  “puts  the  timing  question  in  con¬ 
text,”  Wilson  says. 

Link  IT  Spending 
and  Business  Value 

Perhaps  the  most  difficult  IT  expenditures  to  view  in  terms  of 
business  value  are  those  associated  with  maintenance  and 
infrastructure.  After  all,  how  does  the  company  make  more 
money  by  installing  Windows  98  or  deploying  a  new  network 
management  system?  To  better  evaluate  IT  infrastructure 
investments,  some  executive  teams  compare  them  to  more 
understandable  cost-of-doing-business  expenses. 

At  Marriott,  for  example,  executives  clearly  understand  the 
value  of  continually  refreshing  hotels  and  resorts.  Every  five 
years,  the  company  replaces  its  properties’  carpeting,  wallpa¬ 
per  and  other  “soft  goods.”  Marriott  executives  apply  the 
same  logic  to  technology:  There’s  a  benefit  to  keeping  up-to- 
date  in  terms  of  both  appearance  and  functionality.  “We  draw 
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we  get  (  IT)  done. 


How  can  you  build  a  high-performance  IT  organization  to 
compete  effectively  in  today's  global  market?  Call  Keane. 
We  use  rigorous  process  and  management  disciplines  to 
develop  and  manage  software.  And  we  tie  performance 
metrics  to  the  specific  needs  of  your  business.  Our  approach 
continuously  improves  the  performance  of  IT.  So  you  can 
improve  time-to-market,  flexibility,  customer  satisfaction  and 
productivity.  Let  Keane  help  you  build  a  high-performance 
IT  organization. 

Call  1-888-KEANE-98 
www.keane.com 


we  get 

KEANE 


H 

Year  2000  Compliance 


Help  Desk  Outsourcing  Healthcare  Solutions 
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an  analogy  that  helps  our  executives  relate,”  Wilson  says. 

Other  players  in  the  annual  budget  game  find  that  pack¬ 
aging  is  a  key  element  in  framing  the  IT  infrastructure  invest¬ 
ment  discussion.  One  way  to  sharpen  a  presentation  is  to  use 
industry  benchmarks — executive  teams  like  to  know  how 
they  stack  up  against  their  competitors.  Armed  with  this  data, 
executives  feel  confident  deciding  when  to  upgrade  or  deploy 
new  technologies. 

When  discussing  infrastructure  improvements  with  Penn 


At  Penn  Mutual ,  you  better  have  darn 
good  reasons  for  proposing  technology 
projects 


TO  HELP  FOCUS  I.T.  INVESTMENTS  ON  BUSINESS  STRATEGY, 

Penn  Mutual  Life  Insurance  Co.  in  Horsham,  Pa.,  instituted  an  inter¬ 
nally  developed  process  it  calls  “project  launch”  in  fall  1996.  It  includes 
a  series  of  forms  that  walk  managers  through  good  IT  business  decision  mak¬ 
ing.  The  forms  ask  for  specific,  measurable  connections  to  the  company’s 
business  strategy.  If  a  project  doesn’t  have  a  clear  connection,  the  next  best 
justification  for  going  forward  with  it  is  cost/benefit,  typically  with  a  three- 
year  or  less  break-even  point.  The  only  other  justification  for  an  IT  project  is 
that  it  is  needed  to  retain  Penn  Mutual’s  license  in  the  highly  regulated  life 
insurance  industry.  “If  you  don’t  have  one  of  those  three  connections,  don’t 
even  bother  bringing  the  proposal  up,”  says  Penn  Mutual  CFO  Nancy  Brodie. 

The  development  of  the  process  was  prompted  by  a  period  of  belt-tighten¬ 
ing  during  which  Penn  Mutual  reduced  expenses  and  initiated  tight  budget 
caps  that  required  people  to  be  extremely  selective  in  choosing  projects  to  be 
funded.  A  team  of  people  from  IS,  finance,  customer  service,  and  sales  and 
marketing  gathered  when  they  realized  senior  executives  needed  a  frame¬ 
work  for  making  sense  of  competing  requests  for  resources.  The  team 
screened  out  the  no-brainer  “no”  projects,  such  as  an  accounting  system 
upgrade  that  would  produce  nicer  looking  reports  but  did  not  directly  link  to 
business  strategy  or  provide  a  return  on  investment. 

“We  put  it  in  place,  and  we  got  a  lot  of  bitching  and  moaning  the  first  year 
through,”  Brodie  says.  “The  second  time,  people  just  loved  the  process. 
People  loved  the  fact  that  we  had  forms  that  helped  them  step  through  it  so 
quickly.  The  bitching  was  behind  us.  And  now  people  can’t  imagine  trying  to 
go  through  the  planning  and  budgeting  process  without  that  organized 
framework.”  -L  Radosevich 


gradually  over  the  course  of  several  meetings.  The  benchmark 
data  gives  the  steering  committee  a  business  context  for  IT 
infrastructure  decisions,  and  it  puts  the  committee  in  control 
of  timing.  “The  worst  thing  I  could  say  is,  ‘You’ve  got  to  do 
it,  you’ve  got  to  fund  it,  there’s  no  option.’  I  need  to  have  the 
conversation  several  times,”  Kozik  says. 

Even  when  there  is  a  clear  link  between  an  IT  expenditure 
and  value,  executives  often  hesitate  before  signing  off  on 
mammoth  projects.  Few  companies  have  avoided  expensive 
IT  failures.  “No  matter  what  you  spend,  if  you 
don’t  deliver,  the  investment  is  all  down  the  toi¬ 
let,”  says  Perot  Systems’  Lewis.  Once  an  IS 
department  fails  to  deliver  on  a  major  project,  all 
its  spending  is  suspect. 

Executives  who  still  have  a  bad  taste  in  their 
mouths  from  failed  initiatives  often  like  to  see  big 
projects  broken  into  pieces  that  can  show  value 
quickly.  Marriott  breaks  down  its  largest  projects 
so  that  it  delivers  valuable  components  within  six 
to  nine  months.  “This  may  not  be  the  most  effi¬ 
cient  way  to  deliver  the  systems,  but  it’s  the  most 
effective,”  Wilson  says.  In  addition  to  allaying  jit¬ 
ters,  the  stepped  approach  is  good  for  taking  the 
risk  out  of  executive  position-hopping.  When 
Marriott  begins  a  major  initiative  that  will  take 
several  years,  there’s  a  good  chance  that  the  exec¬ 
utive  sponsor  at  the  beginning  of  the  project  will 
be  in  another  position  before  the  end.  By  creat¬ 
ing  interim  deliverables,  no  one  has  to  “eat  the 
whole  elephant  at  the  same  time,”  Wilson  says. 


Mutual’s  technology  steering  committee,  Kozik  presents 
benchmark  data  from  industry  trade  groups  such  as  the  Life 
Office  Management  Association  or  the  American  College  of 
Life  Insurance.  The  benchmarks  give  valuable  information 
on  the  state  of  the  insurance  market.  For  example,  reports 
this  year  say  that  if  a  company  is  not  using  Windows  95,  it  is 
falling  behind  the  curve.  Many  of  Penn  Mutual’s  customers 
deal  with  multiple  insurance  companies,  so  keeping  pace  with 
the  market  means  keeping  customers.  Kozik  makes  her  case 


It’s  All  About  Trust 

After  crunching  the  data,  putting  together  the 
benchmark  charts  and  mapping  out  the  business 
justification,  many  executives  find  that  building  a 
business  case  for  IT  at  budget  time  is  as  much 
about  trust  as  anything  else.  Executives  build  that 
trust  by  sitting  on  committees  together,  sharing  a 
common  language  and  successfully  delivering  on 
promises.  “The  most  important  aspect  of  a  proj¬ 
ect  is  establishing  the  partnership  between  the  par¬ 
ties.  It’s  not  just  a  one-time  face-off.  It’s  a  contin¬ 
uous  dialogue  because,  frankly,  budgets  are 
estimates,”  says  Myles  Trachtenberg,  vice  presi¬ 
dent  and  CIO  of  Prudential  Healthcare. 

“If  [the  parties]  work  over  the  facts  and  data 
enough  times,  the  trust  and  relationship  are  built, 
and  that  becomes  the  driver.  Because  no  matter 
what  we  say,  we’re  always  betting  on  the  future,”  says 
O’Gorman.  “And  while  we  can  present  facts  about  what  a 
typical  man-month  costs,  what  somebody  who  is  conversant 
in  Java  costs  or  what  equipment  costs,  what  we’re  really  bet¬ 
ting  on  are  the  people  to  deliver  the  program.”  SS 

Lynda  Radosevich,  a  senior  editor  at  Info  World,  can  be 
reached  via  e-mail  at  lynda_radosevich@infoworld. 
com. 
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Your  customer  is  at  4  minutes  and  holding. 
Care  to  wager  how  much  longer  she’ll  be 


your  customer? 


Treat  a  customer  right  and  you’ll  keep  their  business. 
Lose  focus  on  your  customer  and  your  competition  will  be  right 
there.  But,  how  can  you  ensure  customer  loyalty?  Call  Quintus. 

Quintus  gives  your  sales  and  service  people  the 
information  they  need  to  keep  customers  happy 
with  the  industry’s  only  end-to-end  call  center 
solution.  So  any  customer  request,  whether 


via  telephone,  fax,  e-mail  or  the  Internet  can  be  instantly 
and  accurately  handled. 

Fifteen  of  the  Fortune  50  already  use  Quintus  to  build  customer 
loyalty  and  reduce  costs.  “Customer  for  life” 
is  not  an  outdated  ideal.  You  just  have  to  make 
the  right  call.  1-800-337*8941.  Or  visit 
www.quintus.com. 
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Turning  contacts  into  loyal  customers. 
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PROFILE:  ALLIED  D  0  M  E  C  Q 


Allied  Domecq  wants  to  put  its  three  specialty -food 
franchises  under  one  roof  to  boost  sales  potential. 

But  the  strategy  hinges  on  building  a  new  IT  architecture 
and  revamping  operations.  BY  GARY  ABRAMSON 


n  a  crystal-clear  spring  day, 


the  late-morning  traffic  is  steady  but  light  along  Route  30, 
thinning  out  just  enough  for  drivers  to  swing  easily  across  the 
yellow  line  of  this  suburban  Boston  commuter  route  and  pull 
into  a  roadside  Dunkin’  Donuts.  At  10:30  a.m.,  it’s  well  past 
the  peak  time  for  the  cup-a-joe-on-the-way-to-work  crowd. 
But  employees  at  this  20-year-old  family  franchise  in 
Framingham,  Mass.,  are  far  from  idle,  serving  an  updated 
product  mix  that  runs  from  traditional  glazed  doughnuts  and 
coffee  to  whole  wheat  bagels,  coffee-slush  “coolatta”  drinks 
and  jalapeno  bagel  sticks.  The  shop  wavers  around  half-full, 
with  an  eclectic  clientele  of  senior  citizens,  navy-suited  busi¬ 
nessmen  and  delivery  van  drivers  with  walkie-talkies  clipped 
to  their  blue  jeans.  Yet  despite  the  recent  menu  innovations 
and  a  fast-food  dealer’s  dream  location,  the  sweetest  part  of 
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Dunkin’  Donuts 
franchisee 
John  Boujoukos 
wants  proof  that 
multibranding 
works  before  he’ll 
sink  his  teeth  into 
the  new  strategy. 


PROFILE:  ALLIED  D  0  M  E  C  Q 


the  day  at  this  shop,  and  at  the  roughly  3,700  other  Dunkin’ 
Donuts  concentrated  on  the  East  Coast,  is  already  over. 

On  this  same  morning  on  the  West  Coast,  some  200  Togo’s 
Eateries  sandwich  shops  are  getting  ready  to  open  their  doors, 
through  the  profitable  portion  of  their  day  won’t  come  until 
lunchtime.  Later,  as  the  sun  fades,  the  real  business  will  kick 
in  across  the  country  at  some  2,700  Baskin-Robbins  ice  cream 
franchises,  which  sell  almost  all  of  their  confections  in  the  late 
afternoon.  It’s  a  pity — and  a  huge  waste  of  potential  profit — 
that  these  three  successful  chains  aren’t  able  to  pool  their  cus¬ 
tomer  bases,  a  shrewd  executive  might  think. 

As  it  turns  out,  some  business  minds  have  indeed  hit  upon 
this  strategic  possibility.  Allied  Domecq  Retailing  USA  of 
Randolph,  Mass.,  bought  the  Campbell,  Calif.-based  Togo’s 
chain  in  July  1997  to  complement  its  two  fast-food  chains: 
Randolph-based  Dunkin’  Donuts,  which  it  bought  in  1990, 


and  Baskin-Robbins  of  Glendale,  Calif.,  which  it  has  owned 
since  1973.  The  acquisition  of  Togo’s  made  sense  because,  as 
CFO  Paul  D.  Leech  explains,  “We  were  only  playing  in  about 
30  percent  of  the  daytime  spend”  of  the  booming  fast-food 
industry,  in  which  lunchtime  accounts  for  50  percent  of  sales, 
breakfast  gets  20  percent  and  late  afternoon,  10  percent. 

More  critically,  those  partial-day  sales  just  aren’t  enough 
to  stay  on  top  in  a  business  in  which  Allied  Domecq’s  brands 
are  competing  for  prime  real  estate  with  the  likes  of 
McDonald’s  and  Boston  Chicken’s  Boston  Market  stores,  says 
Vice  President  for  Retail  Concepts  Karen  Fisher.  “There’s  a 
shakeout  and  a  shakeup  going  on,”  she  says.  “To  attract  the 
right  consumers  and  the  right  franchisees,  you  have  to  have 
the  right  piece  of  real  estate.”  And  to  be  able  to  afford  to  do 
business  on  that  right  piece  these  days,  your  franchise  should 
be  doing  between  $1  million  and  $1.5  million  in  sales  a  year — 


A  New  Information  Infrastructure 
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optimize 
their  operations 


Franchise  Network 
Systems 
support  owners  of 
multiple  franchises 


Togo’s  Eateries 


VICE  PRESIDENT  FOR  I.T.  JACK 
Vinchesi  helped  design  and  is 
responsible  for  maintaining  Allied 
Domecq  Retailing  USA’s  new  IT  infra¬ 
structure,  which  executives  and  franchisee 
associations  agree  is  an  integral  part  of  the 
new  multibranding  strategy.  The  new  IT  is 
critical  because  it  will  enable  the  supply 
chain  efficiency  and  information  sharing 
needed  to  optimize  operations.  Though  the 
implementation  of  multibrandingand  its  IT 
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backbone  is  still  in  its  early  stages,  POS 
data  is  already  being  analyzed  by  a  proto¬ 
type  decision-support  system  at  the  head¬ 
quarters  of  the  company’s  parent,  spirits 


and  food  retailer  Allied  Domecq  PLC  in 
London.  The  full  rollout,  which  began  in 
late  1997,  will  take  another  five  years, 
Vinchesi says. 


SOURCE:  JACK  VINCHESI 


48  CIO  ENTERPRISE  •  SECTION  2  /  JULY  15,  1998 


http://enterprise.cio.com 


80 


Voted  Best  Query,  Reporting 
and  Analysis  Tool 


Business  Objects  is  #1 
in  spending  intentions* 


Defining  the  Direction 
of  the  Database  Industry 


Thumbs  Up,  Hands  Down. 

Business  Objects  is  the  clear  leader 
in  enterprise  decision  support. 


Everywhere  you  look,  someone  seems 
to  be  saying  something  nice  about 
Business  Objects  and  our  award¬ 
winning  BUSINESSOBJECTS™  full-client 
and  W EBlNTELLIGENCE™  thin-client 
decision  support  tools. 

For  instance,  the  database  experts 
who  read  DBMS  Magazine  gave  us  the 
1997  Reader's  Choice  Award  for  best 
query,  reporting,  and  analysis  tool.  In  a 
recent  survey  conducted  by  Soundview 
Financial,  Business  Objects  topped  the 
list  in  decision  support  spending  inten¬ 


tions  for  the  coming  year.  And  Database 
Programming  and  Design  Magazine 
recently  named  Business  Objects  one  of 
its  "Database  Dozen"  industry-shaping 
companies  for  1998. 

Maybe  we're  getting  this  recognition 
because  we've  been  delivering  what 
customers  want  in  a  decision  support 
solution — scaleability,  integration, 
deployability,  and  ease  of  use.  Or  maybe 
it's  because  we're  making  the  transition 
to  the  web  easy,  by  leveraging  a  shared 
metadata  infrastucture  for  both  full  and 
thin  clients. 


Either  way,  isn't  it  worth  it  to  learn 
how  Business  Objects  can  help  you 
deliver  decision  support  to  your  enter¬ 
prise?  Get  a  free  copy  of  our  white  paper 
on  scaleable  enterprise  decision  support. 
Call  us  at  1-800-527-0580  ext.  168.  Or  visit 
us  at  www.businessobjects.com/awards. 

And  you'll  see  why  Business  Objects 
is  the  enterprise  decision  support  leader. 
Hands  down. 


BUSINESSOBJECTS 

First  in  Enterprise  Decision  Support™ 


* Soundview  Financial  Business  Intelligence  Spending  Survey,  November  1997 
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PROFILE:  ALLIED  D  0  M  E  C  Q 


Retail  Concepts  VP  Karen  Fisher: 
Multibranding  will  help  Allied 
Domecq  scoop  up  more  profits 
at  prime  retail  locations. 


a  difficult  target  for  any  single  Allied  Domecq  franchise  to 
reach.  These  stark  facts  convinced  Robert  M.  Rosenberg,  pres¬ 
ident  and  CEO  of  Allied  Domecq  Retailing  USA,  that  selling 
two — or  even  all  three — brands  at  each  location  would  be  the 
best  way  to  grow  the  business.  For  Allied  Domecq,  multi¬ 
branding  has  become  a  necessity. 

A  New  IT  Backbone,  a  New  Mind-Set 

But  even  with  the  three  food  franchises  now  under  its  corpo¬ 
rate  roof,  the  hard  part  lies  ahead  for  the  company,  which 
expects  to  do  $2.7  billion  in  sales  this  year.  All  of  its  stores  are 
owned  by  independent  franchisees.  So  Allied  Domecq  needs  to 
persuade  hundreds  of  franchisees  of  the  benefits  of  operating 
the  multibranded  sites.  And  that  means  selling  them  on  a 
total — and  untested — overhaul  of  the  way  they  do  business, 
which  would  make  them  reliant  on  a  complex  and  still-in-the- 
works  IT  infrastructure  that  Fisher  says  is  essential  to  the  strat¬ 
egy.  The  company  has  already  reorganized  corporate  opera¬ 
tions  and  marketing,  which  are  now  in  charge  of  running  the 
three  brands  as  a  single  business,  and  it  has  committed  to  invest¬ 
ing  more  than  $10  million  in  the  enabling  IT.  But  success  hinges 
on  convincing  existing  and  potential  franchisees  to  operate 
multibranded  shops — and  to  invest  in  point  of  sale  (POS)  sys¬ 
tems  that  will  tie  their  shops  into  the  new  IT  infrastructure. 

Boiled  down  to  its  essence,  the  company’s  strategy  is  to  turn 
its  franchisees  from  bakers,  sandwich  makers  and  ice  cream 
purveyors  into  state-of-the-industry  retailers.  The  strategy 
demands  a  new  mind-set  from  franchisees  long  accustomed 
to  ad  hoc  (and  often  incompatible)  approaches  to  technol¬ 
ogy — and  not  at  all  accustomed  to  sharing  more  information 
than  necessary  with  corporate  headquarters.  “To  be  a  retailer, 
you  need  information,”  Fisher  explains.  Modern  franchisees 
should  have  easy  access  to  data  on  sales,  inventory  and  prof¬ 


itability,  for  example,  to  manage  their  businesses  effectively. 
From  now  on,  franchisees  are  being  asked  to  bet  the  future  on 
new  IT  that  will  revolutionize  their  supply  chains,  replacing 
inventory  with  information,  and  to  provide  access  to  critical 
new  channels  of  information. 

From  the  viewpoint  of  Allied  Domecq,  a  company  that 
makes  money  by  getting  royalties  based  on  its  Dunkin’  Donuts 
and  Togo’s  franchisees’  sales  and  by  selling  ice  cream  to 
Baskin-Robbins,  the  new  strategy  is  a  no-brainer:  Three  com¬ 
plimentary  brands  leverage  a  common  piece  of  real  estate, 
sales  increase  and  more  royalties  roll  in. 

The  Pitch  to  the  Franchisees 

Since  it  owns  the  brands,  Allied  Domecq  could,  legally,  simply 
tell  its  franchisees  to  accept  the  new  strategy  and  the  IT  that 
goes  with  it  if  they  want  to  renew  their  multiyear  franchise 
agreements.  But  the  company  would  prefer  consensus  to  con¬ 
frontation,  so  it  is  working  hard  to  sell  the  changes.  So  far,  about 
225  franchisee  sites  now  feature  more  than  one  brand;  the  com¬ 
pany  hopes  to  expand  to  600  multibranded  sites  within  three 
years.  To  convince  franchisees  of  the  value  of  multibranding, 
Allied  Domecq  is  setting  up  a  handful  of  model,  company- 
owned  multibranded  sites,  the  first  of  which  will  open  by  this 
fall.  Some  5  to  10  Dunkin’  Donuts  and  Togo’s  combination  sites 
will  open  this  year  on  the  East  Coast,  while  15  to  20  Baskin- 
Robbins  and  Togo’s  sites  will  be  added  on  the  West  Coast,  says 
Fisher.  So  that  multibranded  franchisees  can  run  their  opera¬ 
tions  more  efficiently,  Allied  Domecq  is  working  with  them  to 
set  up  production  and  distribution  centers  that  will  serve  all 
three  brands  in  a  geographical  area.  The  centers  will  lower  food 
costs  by  leveraging  the  franchisees’  combined  buying  power 
and  by  consolidating  baking  and  ice  cream  making  functions. 

“We’re  in  the  process  of  transforming  all  our  brands,” 
Fisher  says,  “and  we’re  talking  to  [potential  multibranded 
franchisees]  about  IT  being  one  piece  of  that.  The  challenge 
is  to  get  people  to  see  that  they  are  buying  an  overall  package: 
a  new  store  design,  a  new  layout,  a  new  retail  operating  sys¬ 
tem,  a  new  training  model  and  then  Shop  Talk,”  the  compa¬ 
ny’s  new  proprietary  IT  infrastructure  that  will  link  the  fran¬ 
chisees  with  their  supply  chain,  production  facilities  and 
company  headquarters.  The  POS  system  is  the  only  part  of 
Shop  Talk  that  franchisees  will  be  asked  to  finance;  the  com¬ 
pany  is  installing  the  back-office  software  and  routers  and  will 


50  CIO  ENTERPRISE  •  SECTION  2  /  JULY  15,  1998 


http://enterprise.cio.com 


1998  Network  Appliance,  Inc.  All  rights  reserved.  Network  Appliance  is  a  trademark  and  the  Network  Appliance  logo  is  a  registered  trademark  of  Network  Appliance,  Inc.  All  other  brands  or  products  are  trademarks  of  their  respective  holders. 


Every  once  in  a  while  a  product  comes  along  that  is  so  well  designed, 
reliable  and  simple  to  use,  it  defines  a  category.  Add  to  that  list  the  network 
appliance  from  the  company  named  Network  Appliance.  It's  designed  from  the 
ground  up  to  do  one  thing:  serve  data. 

To  see  how  well  we  can  satisfy  your  need  for  UNIX,  Windows/NT  and 
Web  file  service,  browse  through  our  website,  then  hold  us  to  the  fire  of  your 
network.  Nothing  beats  an  original.  And  for  as  long  as  we've  been  making  net¬ 
work  appliances,  nothing  beats  a  Network  Appliance. 


Serving  Data  By  Design: 

NetworkAppliance 


1  -800-44FI LER 


www.netapp.com/bydesign 


PROFILE:  ALLIED  DOMECQ 


ultimately  provide  the  connections  between  the  stores  and  the 
production  and  distribution  centers.  (For  a  look  at  Allied 
Domecq’s  new  supply  chain  and  the  IT  that  supports  it,  see 
“A  New  Information  Infrastructure,”  Page  48.) 

To  Allied  Domecq’s  relief,  the  franchisee  buy-in  is  in 
progress:  The  national  associations  of  Dunkin’  Donuts  and 
Baskin-Robbins  franchisees  have  given  their  approval  to  make 
the  new  IT  architecture  “an  integral  part  of  the  business”  in 
new  national  agreements,  says  Allied  Domecq’s  vice  president 
for  IT,  Jack  Vinchesi,  who  helped  design  the  new  infrastruc¬ 
ture.  Togo’s,  whose  franchisee  association  is  just  being  formed, 
is  expected  to  follow  suit.  Even  so,  Vinchesi  sees  his  role  as 
equal  parts  pitchman  and  technical  master  for  the  new  strat¬ 
egy.  “Am  I  a  salesman  for  IT?  Absolutely,”  he  says.  Allied 
Domecq  expects  all  current  franchisees  to  accept  the  new  IT 
by  the  time  their  agreements  come  up  for  renewal. 

Information:  The  New  Strategic  Advantage 

In  the  tight-margin  fast-food  business,  the  supply  chain  effi¬ 
ciencies  of  the  new  strategy  should  be  welcome  to  a  manager 
of  even  a  single  Allied  Domecq  brand.  For  those  franchisees 
implementing  the  multibranding  strategy,  access  to  Allied 


Domecq’s  new  supply  chain  network  becomes  critical.  With 
both  new  and  old  sites  being  redesigned  for  multibranding, 
food  production  must  be  pushed  out  of  the  stores  and  inven¬ 
tory  replaced  with  information  in  order  to  create  both  space 
and  time  for  franchisees  to  concentrate  on  retailing.  Reflecting 
this  change,  last  year  Dunkin’  Donuts  retired  its  longtime 
pitchman,  Fred  the  Baker,  who  executives  say  no  longer  fits 
the  image  they  want  to  project. 

At  least  as  important  as  the  improved  manageability  for 
franchisees  will  be  the  new  flow  of  information  that  starts  at 
POS,  goes  through  the  supply  chain  and  ends  up  at  Allied 
Domecq’s  corporate  headquarters.  Given  access  to  store-level 
information,  the  company  intends  to  benchmark  shops’  per¬ 
formance  as  well  as  brand  performance,  sales  per  square-foot 
and  other  critical  business  indicators.  With  information  flow¬ 
ing  for  the  first  time  about  all  three  franchises  to  a  central  loca¬ 
tion,  internal  business  consultants,  who  were  formerly  district 
managers  assigned  to  a  single  brand,  now  work  with  all  brands 
in  their  geographic  area.  The  franchisee  clients  will  benefit 
from  big-picture  data  collected  by  corporate  headquarters, 


such  as  order  information,  demand  forecasts,  and  data  from 
the  distribution  and  production  centers.  “I’d  like  our  district 
manager  to  be  able  to  walk  into  a  shop  with  his  laptop,  plug 
in  to  the  store  data  and  say:  ‘Here’s  our  [corporate]  model, 
and  here’s  how  you  could  save  a  half  a  [percentage]  point’” 
on  costs  by  making  changes,  Vinchesi  says. 

Courting  Entrepreneurs 

Allied  Domecq  hopes  that  the  multibranding  strategy  will  appeal 
more  strongly  to  the  entrepreneurial  franchisees  it  is  trying  to 
attract.  “Our  franchise  owner  now  is  more  of  an  investor — it’s 
no  longer  the  baker  who  buys  in  as  a  partner  to  a  satellite  shop,” 
says  Jennie  Wilson,  vice  president  of  finance  and  treasurer.  The 
company  is  trying  to  sell  new  franchisees  on  the  benefits  of  shar¬ 
ing  the  time  and  cost  of  running  the  back  end  of  the  business 
with  other  franchisees.  Allied  Domecq  is  also  touting  the  new 
POS  system,  which  will  give  managers  access  to  real-time  data 
about  product  sales  and  let  them  place  more  accurate  orders  at 
the  franchisee  production  centers.  That  electronic  link  could 
eventually  enable  automatic  inventory  replenishment. 

Because  the  multibranding  strategy  is  in  its  infancy,  Allied 
Domecq  executives  are  understandably  cautious  about  pre¬ 
dicting  the  speed  of  its  implemen¬ 
tation.  They  are  not  even  sure  what 
proportion  of  the  multibranded 
sites  will  come  from  current  fran¬ 
chisees  who  take  on  another  brand 
as  opposed  to  from  newcomers  to 
the  business  who  open  a  green-field 
site.  They  do  know  that  selling 
multibranding  to  its  current  fran¬ 
chisees  won’t  be  easy.  For  now,  the 
company  is  concentrating  its  efforts 
on  some  of  the  more  promising 
potential  multibranders. 

Skeptical  Franchisees 

To  see  the  challenge  of  selling 
multibranding  to  existing  franchisees  up  close,  Allied  Domecq 
need  go  no  further  than  a  former  executive,  John  Boujoukos, 
who  now  owns  four  Dunkin’  Donuts  franchises,  including  the 
shop  on  Route  30  in  Framingham  that  serves  as  his  corporate 
headquarters.  Boujoukos,  who  worked  in  product  and  site 
development  for  20  years,  is  certainly  not  typical  of  the  old 
school  Dunkin’  Donuts  franchisee,  many  of  whom  started  out 
as  doughnut  bakers  before  buying  their  shops.  And  his  son 
Mark,  a  former  software  instructor  who  is  now  director  of 
operations  for  the  family  business,  is  typical  of  what  the  elder 
Boujoukos  calls  the  technology-savvy  second  and  third  gen¬ 
eration  now  inheriting  the  mantle  at  some  Dunkin’  Donuts 
franchises. 

The  younger  Boujoukos,  for  example,  welcomes  the  time 
savings  of  the  new  IT.  A  $31,000  point  of  sale  system  with  six 
cash  registers  is  already  online  at  the  Route  30  Dunkin’ 
Donuts,  the  first  of  the  more  than  50  Dunkin’  Donuts  shops 
that  have  implemented  the  new  POS.  Most  Dunkin’  Donuts, 
Baskin-Robbins  and  Togo’s  franchisees  have  electronic  cash 
registers  in  their  shops;  but  until  now,  the  three  franchises  have 


Food  production  must 
be  pushed  out  of  the  stores 
and  inventory  replaced 
with  information  in  order 
to  create  both  space 
and  time  for  franchisees  to 
concentrate  on  retailing. 


52  CIO  ENTERPRISE  •  SECTION  2  /  JULY  IS,  1998 


http://enterprise.cio.com 


You  promised  your  family  a  weekend  at  the  lake. 
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But  the  CEO  asked  for  major  changes  to  your 
inventory  management  system  by  Monday. 
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Thanks  to  SSA,  promises  were  kept. 


You  have  limited  time.  Yet  your  business  makes  unlimited 
demands.  That's  why  you  need  enterprise  software  that 
can  change  as  fast  as  your  business. 

System  Software  Associates  ERP  technology  for  industry  is 
what  you're  looking  for.  It  can  perform  huge  tasks,  critical 
to  your  business'  success,  in  hours  instead  of  months.  And 
SSA  ERP  software  can  be  installed  faster  too.  Without 
re-engineering  your  entire  business  process. 

Now  individuals  anywhere  in  your  enterprise  can  respond 
dramatically  and  immediately  to  changing  business  situations. 
To  find  out  how  you  and  your  company  can  do  a  lot  more 
in  a  lot  less  time,  call  SSA  at  1-800-SSA-BPCS,  ext.  302. 


SSA 


O  1998  System  Software  Associates,  Inc.  The  Best  Way  Forward 
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WESTIN  LA  PALOMA 


TUCSON,  ARIZONA 


At  the  verge  of  the  21st  century, 
companies  must  leverage  the  enormous 
opportunities  continually  created  by 
technological  advancements  to  better 
meet  the  intense  demands  of  complex 
information  networks,  an  increasingly 
dynamic  global  economy  and  the 
never-satisfied  customer.  In  effect,  the 
channels  of  information  distribution  and 


THE  SEVENTH  ANNUAL 

Enterprise  Value  Retreat 
&  Awards  Ceremony 


the  ways  companies  have  customarily 
added  value  and  organized  their  work 
have  been  deeply  impacted  by  IT. 

Using  a  combination 
of  case  studies  and 
interactive  lectures, 
we  will  learn  how 
Pioneer  Hi-Bred 
International,  a 
$2  billion  corporation 
and  the  world's  leading  developer, 
producer,  and  supplier  of  seeds, 
has  incorporated  new  research 


"CIOs  must  focus 
on  integrating 
business  strategy 
or  changing  it 
based  on  technol¬ 
ogy  capabilities  - 
this  Retreat  helps 
us  on  this  path. " 

ROBERT  COLANGELO, 
CIO,  BAUSCH  &  LOMB 


technology  and  production  methods 
through  substantial  IT  investments 


ENTERPRISE  VALUE  RETREAT  PARTNERS: 


and  marketing  approaches  across  its 
3  1  worldwide  locations. 

To  register,  please  call 

800  355-0246  or  visit  our  Web 

site  at  www.do.com/conferences 


Proud  Underwriter 
of  CIO  magazine's 
Enterprise  Value  Awards: 


AT&T 

AT&T  Solutions 


_J=  AT&T 

AT&T  Solutions 


Bay  Networks 


BOOZ  ALLEN  &  HAMILTON 


COOPERS  &  LYBRAND 
CONSULTING 


iw  Data  General 


PLATINUM 

TECHNOLOGY 


PROFILE:  ALLIED  D  0  M  E  C  Q 


had  no  standard  POS  platform.  (In  fact,  another  motive  for 
rolling  out  a  standard  IT  architecture  is  to  stop  the  recent  pro¬ 
liferation  of  incompatible  franchisee-financed  technologies.) 
Mark  Boujoukos  sees  only  advantages  to  the  new  POS  sys¬ 
tem,  whose  touch-screen  interface  resembles  an  automatic 
teller  machine.  Order  accuracy  has  risen  by  25  percent.  “It’s 
cut  employee  training  time  to  90  minutes,”  he  adds.  Boujoukos 
also  notes  that  he  used  to  spend  up  to  20  hours  a  week  keep¬ 
ing  track  of  sales  by  phone  and  in  person  at  the  family’s  four 
franchises.  Now,  he  says,  he  can  come  in  at  9  p.m.,  turn  on  a 
PC  in  his  office  and  review  weekly  sales  in  an  hour. 

Although  both  Boujoukoses  are  skeptical  about  the  multi¬ 
branding  strategy,  the  decreases  in  administrative  time  and 
training  time  enabled  by  the  POS  are  exactly  what  franchisees 
in  an  industry  known  for  high  employee  turnover  will  need  to 
successfully  manage  multibranded  shops.  Allied  Domecq  is 
encouraging  franchisees  to  adopt  the  new  technology  and 
hopes  the  resulting  benefits  will  help  convince  the  Boujoukos 
family  and  other  franchisees  to  get  into  the  more  complex  busi¬ 
ness  of  operating  two  or  three  shops  under  one  roof. 
“Considering  the  money  I’d  spend  on  a  new  location,  the 
cobranding  would  enable  me  to  draw  more  dollars,”  Mark 
Boujoukos  guesses.  But,  he  reflects,  “the  cost  structure  is  com¬ 
pletely  different.  You  have  to  get  the  quality  and  consistency 
of  the  products  [nailed]  down,  and  you  don’t  learn  that  in  six 


months  to  a  year.  Once  it’s  proven,  I  think  I’ll  do  it.” 

This  skepticism  is  far  from  unusual.  “I  guess  we’re  all  a  lit¬ 
tle  cautious  about  change,  and  bringing  multibranding  into 
an  existing  store  is  a  bit  intimidating,”  says  George  D. 
Williams,  a  Miami-based  partner  at  Andersen  Consulting 
responsible  for  the  U.S.  retail  chain  practice.  In  the  food  busi¬ 
ness,  such  changes  call  for  considerable  new  capital  invest¬ 
ment  and  training,  he  notes.  “The  margins  are  under  great 
pressure,  so  I  imagine  these  entrepreneurs  who  have  less  of  a 
cushion  in  their  financial  structure  just  want  to  make  sure 
they’re  not  jumping  off  a  cliff.” 

In  other  words,  leaping  from  the  age  of  the  electronic  cash 
register  and  eyeball-based  inventory  to  the  ambitious  IT- 
backed  strategy  now  underway  will  be  quite  a  feat  for  Allied 
Domecq.  But  CFO  Leech,  who  also  was  responsible  for  IT  as 
CFO  of  Allied  Domecq’s  4,400  English  pubs  until  1996, 
believes  the  company  can  make  a  virtue  out  of  the  U.S.  oper¬ 
ations’  relative  weakness  in  IT  by  starting  from  scratch  and 
doing  it  all  at  once.  “I  came  here  and  said,  ‘Where’s  the  sys¬ 
tem?”’  Leech  recalls.  “We  were  well  behind  [in  IT]  before.  But 
because  we’re  far  behind,  there’s  a  tremendous  opportunity 
now  to  get  it  exactly  right.  ”  EE1 

Senior  Writer  Gary  Abramson  can  be  reached  via  e-mail  at 
gabramson@cio.com. 
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Application  Development 


leave 


to  us 


How  do  you  improve  the  management  of  your  legacy  and  newly  developed 
applications  to  better  support  your  business?  Call  Keane.  We  use  our  rigorous 
Application  Management  Methodology  to  increase  the  productivity,  predictability, 
and  flexibility  of  your  IT  organization.  Our  focus  on  processes  and  performance 
metrics  will  quickly  move  you  up  the  SEI  Capability  Maturity  Model...  so  you  can  focus 
on  your  core  business.  Let  Keane  help  you  build  a  high-performance  IT  organization. 


1-888-KEANE-98 

www.keane.com 

Call  for  our  free  "Moving  Up  The  CMM"  white  paper. 
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ibk.  we  get  (IT)  done. 
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COMPETITIVE  STRATEGIES 


Competitive  intelligence  doesn’t 
involve  any  dark  alleys ,  secret 
handshakes  or  Swiss  hank 
accounts.  In  fact,  it’s  quite  legal. 
So  why  are  you  ignoring  it? 

BY  JENNIFER  BRESNAHAN 


COMPETITIVE  INTELLIGENCE  IS  ONE  OF 
the  most  powerful  weapons  available  to 
executives  today.  Companies  that  employ 
competitive  intelligence  (Cl)  to  anticipate  external 
forces  prevent  countless  bad  decisions,  save  millions 
of  dollars  and  reap  advantages  over  current  and 
future  competitors.  With  results  like  these,  one 
would  think  most  companies  would  have  top-notch 
Cl  programs  in  place.  Wrong.  Most  companies  fail 
to  exploit  this  simple  yet  powerful  strategy.  And  the 
fault  lies  with  the  very  people  who  need  good  intelli¬ 
gence  the  most — executive  decision  makers. 

Although  90  percent  of  Fortune  500  companies 
have  an  intelligence  group,  less  than  10  percent  of 
senior  managers  understand  Cl  and  use  it  wisely, 
says  Jan  Herring,  president  of  Hartford,  Conn.- 
based  consultancy  Herring  &  Associates  Inc.  and 
former  director  of  business  intelligence  at  Motorola 
Inc.  Talk  about  a  waste  of  money.  Companies  may 
spend  millions  on  Lotus  Notes,  an  intranet  and  other 
intelligence  tools  that  collect  and  disseminate  data, 
but  if  critical  information  isn’t  getting  to  key  deci¬ 
sion  makers,  these  resources  become  little  more  than 

http://enterprise.cio.com 


expensive  dust  collectors. 

“It’s  appalling  how  little  information  most  CEOs 
have,”  agrees  Robert  E.  Flynn,  former  chairman  and 
CEO  of  The  NutraSweet  Co.  and  now  chairman  of 
the  board  at  AMBI  Inc.,  a  microbiology  company  in 
Tarrytown,  N.Y.  “They  may  have  some  information 
that  comes  up  through  the  organization,  but  it  tends 
to  be  filtered,  massaged  and  cleaned  up.  It’s  exceed¬ 
ingly  important  for  CEOs  to  get  powerful  market 
information — even  if  it’s  in  raw  form,  not  put 


together  by  a  marketing  vice  president — that  says, 
‘Your  product  stinks,  you  dummy.’” 


Required:  A  New  Way  of  Thinking 

UNLIKE  MOST  BUSINESS  TOOLS  OR  MANAGEMENT 
theories  that  are  widely  reported  on  in  the  press,  it’s 
difficult  for  executives  to  find  information  on  how 
companies  are  using  Cl  to  get  ahead.  The  reason  is 
simple:  Given  the  competitive  nature  of  Cl,  many 
companies  won’t  even  admit  they  do  it,  much  less 
describe  how  or  why.  Further,  many  executives  mis¬ 
takenly  confuse  Cl  with  espionage  and,  fearing  pos¬ 
sible  legal  consequences,  want  nothing  to  do  with  it. 

“A  large  percentage  of  business  managers  just 
have  no  way  to  learn  about  this  subject,”  explains 
Herring.  “It’s  not  taught  in  business  schools,  and  it 
isn’t  seen  as  a  management  discipline.”  Cl  is  filled 
with  uncertainty  and  requires  a  futuristic  outlook, 
which  conflicts  with  the  business  fundamentals  that 
executives  are  conditioned  to  care  about.  “[Exec¬ 
utives  are  taught]  to  analyze  historical  events  and 
financial  statements,  things  that  have  already  hap¬ 
pened,”  says  Ava  Youngblood,  business  intelligence 


COMPANIES  THAT  CONSIDER  COMPETITIVE 
intelligence  (Cl)  when  making  strategic  decisions 
have  a  major  advantage  over  their  competitors.  Yet 
many  executives  don’t  even  know  what  Cl  is.  Read 
this  article  to  learn 

►  How  Cl  can  benefit  your  company  (it  could  save 
you  millions) 

►  The  surprising  number  of  ways  there  are  to  learn 
about  your  competitors 

►  How  to  protect  your  company  against  competi¬ 
tors’  Cl  efforts 
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ILLUSTRATIONS  BY  DAN  YACCARINO 


COMPETITIVE  STRATEGI 

manager  for  Amoco  Corp.’s  corporate 
strategic  planning  group  in  Chicago. 
“Intelligence  is  asking  you  to  look  at 
what  might  happen....  It’s  asking  execu¬ 
tives  to  make  a  decision  based  on  some 
uncertainty  and  that’s  not  what  they 
want.  They’re  risk-averse  and  not  com¬ 
fortable  with  looking  to  an  uncertain 
future.” 

In  addition,  many  executives,  already 
inundated  with  an  ocean  of  information, 
have  little  time  to  listen  to  intelligence 
reports.  And  because  these  reports  often 
originate  from  employees  without  access 
to  the  executive  suite  (for  example,  sales 
reps  and  engineers),  managers  may  be 
leery  of  their  value.  It’s  the  “Don’t  sell 
me  insurance,  son”  mentality,  notes 
Michael  W.  Braham,  director  of  Comm- 
Guard,  Bell  Atlantic  Federal  System’s 
Enterprisewide  Continuity  Planning 
Group  in  Washington,  D.C. 

Still  other  executives  reject  Cl  because 
they  share  that  peculiar  human  foible  of 
not  wanting  to  change  the  way  they  do 
things.  They  assume  there’s  no  need  to 
alter  the  management  style  that  gained 
them  entree  into  Mahogany  Row  in  the 
first  place — never  mind  that  that’s  the 
kind  of  thinking  that  can  lead  to  over- 

CI  Toolbox 

Technology  resources  to 
sharpen  your  competitive  edge 

INFORMATION  GATHERING 

■  Internet 

■  Electronic  news  delivery  services 

«  Automated  alert  software 

INFORMATION  STORAGE 

■  Databases  or  data  warehouses 

■  Information  security  measures 

INFORMATION  ANALYSIS 

■  Data  mining 

■  Data  visualization 

■  Simulation  modeling 

■  “Intelligent”  systems  that  analyze  data 
and  offer  recommendations 

INFORMATION  DISSEMINATION 

*  Intranet 

«  Lotus  Notes  or  other  groupware 

■  E-mail 


ES 


sights  of  Apple  Computer  proportions. 
“The  premise  is  that  the  reason  these 
people  got  to  where  they  are  is  [because] 
they’re  smart,  they  made  the  right  deci¬ 
sions,”  says  Steve  Shaker,  director  of 
business  intelligence  at  WarRoom 
Research  LLC,  a  consultancy  in 
Annapolis,  Md.  “Gut  instinct  used  to  be 
great  when  things  didn’t  change  much; 
you  could  use  your  past  experience  as  a 
basis  for  what  will  happen.  But  today, 
with  the  impact  of  IT  and  [globaliza¬ 
tion],  the  world  moves  so  quickly  that 
past  experience  isn’t  as  valuable.” 

Even  the  most  forward-thinking  com¬ 
panies  share  some  of  this  myopia.  For 
example,  Amoco,  the  $36  billion  chem¬ 
ical  and  petroleum  giant,  is  one  of  an 
elite  class  of  companies  in  which  the 
executive  committee  wholeheartedly 
supports  the  Cl  effort.  The  CEO  always 
relies  on  intelligence  to  help  make  deci¬ 
sions  such  as  what  is  the  cheapest  and 
most  effective  way  to  enter  into  a  new 
market,  according  to  Youngblood.  Yet 
Youngblood,  who  is  also  president  of  the 
Society  of  Competitive  Intelligence 
Professionals  (SCIP)  in  Alexandria,  Va., 
still  struggles  to  get  the  executive  team 
to  think  beyond  delivering  shareholders 
short-term  successes  and  to  heed  the 
early  warnings  Cl  provides.  Before 
they  are  willing  to  act  on  the  advice 
of  the  Cl  organization,  Amoco  man¬ 
agers  invariably  go  through  the  stages 
of  denial,  anger  and  ambivalence 
until  reaching  acceptance.  Young¬ 
blood  tells  her  people,  “If  you  see 
denial,  you’re  having  an  impact.  If 
you  get  anger,  you’re  getting  even 
more  of  an  impact.” 

Support  Your  Local 
Intelligence  Group 

FOR  ALL  THE  REASONS  EXECUTIVES 
ignore  Cl,  there  are  many  more  com¬ 
pelling  reasons  to  embrace  it.  Simply 
put,  Cl  generates  mammoth  bottom- 
line  results.  And  there  are  many  other 
unquantifiable  benefits.  “What’s  the 
value  of  competitive  intelligence?  I 
might  be  able  to  give  you  three  or 
four  years’  lead  time  on  new  tech¬ 
nologies  coming  out.  What’s  the 
value  in  that?”  says  Jonathan  L. 
Calof,  associate  professor  of  admin¬ 
istration  at  the  University  of  Ottawa. 

Flynn  is  one  of  the  few  executives 


Competitive 
Intelligence  (Cl):  the 

collection  and  analysis  of  public 
information  to  paint  a  picture  of  a 
company’s  competitors,  customers, 
market  or  industry.  Unlike  its  dark 
sister  espionage,  Cl  is  completely 
legal  and  ethical. 

willing  to  go  on  record  with  how  much 
Cl  was  worth  to  his  company — he  said 
in  a  speech  that  it  had  saved  NutraSweet 
more  than  $50  million  per  year.  At  the 
time  of  Flynn’s  departure,  NutraSweet’s 
tabletop  product  became  part  of 
Chicago-based  Benevia. 

Benevia  stopped  conducting  Cl  when 
its  patent  on  aspartame  ran  out,  says 
Flynn.  But  when  NutraSweet  still  had 
the  patent,  Cl  was  a  critical  resource  in 
fending  off  competitors. 

In  1990,  two  years  before  the  patent 
ran  out,  the  company  started  hearing 
rumors  about  other  companies  prepar¬ 
ing  to  low-ball  aspartame  prices  and 
negotiate  deals  with  NutraSweet’s  cus¬ 
tomers.  “We  knew  that  if  we  guessed 
wrong  and  our  customers  weren’t  bluff¬ 
ing,  we  could  lose  two-thirds  of  our  busi¬ 
ness,”  says  Flynn.  “Cl  was  incredibly 
important  in  trying  to  gauge  which  com¬ 
panies  around  the  world  were  in  a  posi¬ 
tion  to  build  aspartame  plants  and  pro¬ 
duce  a  quality  that  would  be  acceptable 
to  Coke  and  Pepsi.”  Using  EPA  filings, 
zoning  documents  for  competitors’  man¬ 
ufacturing  facilities  and  conference  pro¬ 
ceedings  at  which  competitors  spoke, 
NutraSweet  assessed  its  competition  and 
offered  discounts  to  all  the  right  cus¬ 
tomers.  “We  ended  up  maintaining  all  of 
our  customer  relationships,”  says  Flynn. 

Because  Flynn  was  directly  involved 
in  NutraSweet’s  Cl  process,  he  had 
access  to  intelligence  that  might  other¬ 
wise  have  been  blocked  due  to  internal 
politics.  Often,  the  Cl  group’s  findings 
conflicted  with  the  inclinations  of  other 
departments.  For  example,  when  several 
executives  wanted  to  expand  into  a  new 
market,  Cl  said  the  plan  was  inadvisable 
because  that  country’s  government  was 
determined  to  protect  its  sugar  industry 
and  would  never  allow  an  aspartame 
plant  on  its  soil.  Similarly,  when 
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You  always  said  your  intranet 

would  be  an  essential  corporate  resource. 

Prove  it 

with  Dow  Jones  Interactive. 


Introducing  Dow  Jones  Interactive  Intranet  Toolkit. 

Dow  Jones  Interactive  Intranet  Toolkit  turns  your  corporate  intranet  into  a  high-traffic  intelligence  center.  This  turn-key  solution  allows  you 
to  integrate  valuable  external  content  from  Dow  Jones  with  internal  data  on  your  intranet  so  co-workers  have  fast,  password-free  access  to 
relevant  news.  Most  important,  it  gives  them  a  reason  to  keep  coming  back  for  more! 

Solve  the  two  major  problems  faced  by  every  intranet  administrator: 

►  Content.  Sources  include  the  world’s  top  newspapers,  newswires 
and  the  publications  that  matter  most  to  your  business. 

►  Technical  Resources.  After  a  simple  set  up,  the  toolkit  requires 
virtually  no  attention,  eliminating  hours  of  maintenance  time. 

Effortlessly  post  the  news  that’s  relevant  to  your  company. 

The  Intranet  Toolkit  is  a  Java-based  application  that  resides  on  your  NT 
or  Solaris  server.  It  easily  posts  XML-formatted  news  and  information  — 
drawn  from  Dow  Jones  Interactive,  the  world’s  most  comprehensive 
business  intelligence  service— on  your  intranet. 

The  toolkit’s  customizable  publishing  system  can  run  unattended,  or  you 
can  use  powerful  editorial  interfaces  to  preview  and  attach  commentary 
to  appear  beside  articles. 

Just  download  the  free  toolkit  and  complete  the  registration.  In  no  time, 
valuable,  targeted  news  and  information  wili  flow  to  your  intranet! 


See  For  Yourself 


A  Free  30  Day  Trial 


Download  the  FREE  Intranet  Toolkit  at 

http://ip.dowjones.com/toolkit 


For  30  days,  your  intranet  will  be  energized  with  custom 
news  from  a  selected  set  of  premier  sources*— including 
The  Wall  Street  Journal  and  late-breaking  newswires. 


*  »  ' 


Dow  Jones  Interactive™ 

Intranet  Toolkit 

http://ip.dowjones.com/toolkit 

800-369-7466 


©1998  Dow  Jones  &  Company,  Inc.  All  rights  reserved  ‘Details  of  the  free  trial  offer  and  the 
sources  included  can  be  found  at  http://ip.dowjones.com/toolkit  or  by  calling  800-369-7466.  DJI-207 


Introducing  a  new  family  of  monochrome  printers-the  HP  LaserJet  4000N,  our  work  group  mainstay,  the  LaserJet  5000N  for  printing  up 
to  ll”x  17”,  and  the  LaserJet  8000N  for  departmental  printing.  All  offer  improved  speed  and  print  guality,  as  well  as  HP  JetDirect  cards, 
making  them  network-ready  out  of  the  box.  Visit  us  at  www.hp.com/go/newprinters  to  learn  more  about  our  hassle-free  network  printers. 


the  IS  Manager  receives  some 
positive  feedback  concerning 
the  new  printers. 
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COMPETITIVE  STRATEGIES 


NutraSweet’s  marketing  department 
pushed  to  launch  an  $86  million  brand 
positioning  campaign,  Cl  determined  it 
would  be  a  waste  since  the  company’s 
closest  competitors  were  at  least  five 
years  behind.  Flynn  often  went  with  Cl’s 
recommendations  over  those  of  other 
departments.  “The  CEO  has  to  take  his 
staff  and  senior  management  along  so 
they  don’t  take  potshots  at  the  Cl  peo¬ 


ple,”  he  says.  “It  puts  the  CEO  in  the 
middle — but  then  again,  it’s  better  to  be 
in  the  middle  before  the  fact  than  after 
the  fact.” 

Monitor  the  Horizon 

ANOTHER  REIGNING  MONARCH  IN 
the  field  of  business  intelligence  is 
Motorola.  The  Schaumburg,  Ill. -based 
company  regularly  keeps  tabs  on  the 


global  marketplace.  In  the  1980s,  when 
Herring  was  at  Motorola,  his  group 
provided  intelligence  support  to  the 
company’s  executive  committee  and 
Motorola  divisions  worldwide.  If  it 
hadn’t,  the  company  would  have  been 
slow  to  react  to  the  competitive  threats 
it  faced  abroad.  For  example,  Motorola 
employees  in  Australia  and  New 
Zealand  noticed  that  a  Japanese  com- 


Protect  yourself  from  competitors’  Cl  efforts 


Even  if  the  arguments  about  the  roi  of  competitive 
intelligence  aren’t  convincing,  the  fact  that  your  com¬ 
petitors  may  be  using  it  against  you  should  be.  How  do 
companies  fortify  themselves  against  the  probing  eyes  of  the 
competition?  John  McGonagle,  managingpartnerof  Cl  con¬ 
sultancy  The  Helicon  Group  in  Blandon,  Pa.,  and  co-author  of 
Protecting  Your  Company  Against  Competitive  Intelligence 
(Quorum  Books,  1998),  has  a  few  suggestions. 

Figure  out  what  to  protect.  Tryingto  protect  all 
your  information  from  the  outside  world  is  impossible  and 
dangerous  because  if  you’re  invisible  to  your  competitors, 
you’re  also  invisible  to  your  customers.  Strive  to  protect  only 
the  information  that  is  difficult  for  the  competition  to  get  their 
hands  on  without  your  cooperation,  such  as  your  intentions, 
goals  and  targets. 

Learn  from  your  Cl  group.  Look  at  the  data  analy¬ 
sis  techniques  most  useful  to  your  intelligence  people.  If  they 
use  financial  ratios  or  turnaround  time  to  analyze  competi¬ 
tors,  you  can  be  sure  that  your  competitors  are  using  those 
measures  against  you  as  well.  So  deprive  them  of  at  least  one 
key  piece  of  information  they  need  to  calculate  those  mea¬ 


sures.  Delaying  competitors  six  months  is  often  as  good  as 
not  letting  them  find  out  your  secret  at  all. 

Articulate  an  enterprisewide  defense 
policy.  Set  ground  rules  for  your  company  and  make 
employees  aware  that  competitors  hang  on  their  every  word. 
If  employees  understand  why  they  shouldn’t  answer  ques¬ 
tions  from  unsolicited  phone  callers  or  brag  about  the  compa¬ 
ny’s  latest  invention  to  fellow  attendees  at  a  conference,  they 
are  less  likely  to  fall  prey  to  a  Linda  Tripp. 

Be  aware  that  you  are  Public  Enemy 
Number  One.  Ironically,  executives  are  the  weakest 
defenders  of  a  company’s  information  fortress.  After  all,  you’re 
the  one  on  the  front  line  and  in  the  spotlight.  When  talkingto 
a  reporter  or  giving  a  speech,  don’t  unwittingly  reveal  corpo¬ 
rate  secrets  by  mentioning  something  the  company  has  in  the 
hopper.  And  make  sure  the  background  for  a  photo  shoot 
doesn’t  reveal  too  much,  such  as  a  new  computer  server  that 
you  don’t  want  the  world  to  know  you’re  using.  Finally,  tell  the 
public  only  the  barest  minimum.  For  example,  you  can  tell 
someone  that  the  company  is  growing  rapidly,  just  don’t  tell 
them  how  rapidly.  -/•  Bresnahan 
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petitor  was  introducing  a  new  mar¬ 
keting  plan  in  the  region.  They  passed 
the  news  on  to  Herring.  As  it  turns  out, 
the  competitor  was  using  the  market 
as  a  test  bed  for  a  new  brand  strategy. 
“Because  we  were  alerted,  we  were 
able  to  prepare  ourselves  to  compete 
with  the  new  strategy  before  [the  com¬ 
petitor]  brought  it  into  the  United 
States  or  Europe,”  says  Herring.  “The 
point  is  in  another  company,  this  infor¬ 
mation  never  would’ve  been  shared 
across  the  company.” 

Milpitas,  Calif.-based  networking 
products  vendor  Larscom  Inc.  also  con¬ 
stantly  monitors  the  competitive  hori¬ 
zon  by  examining  industry  trends  and 
competitive  product  releases.  “A  lot  of 
companies  in  our  industry  advertise  a 
new  product  well  before  it  hits  the  mar¬ 
ket,”  says  Market  Research  Manager 
Amy  Berger.  “That’s  a  given  in  high 
tech — it’s  called  hype.  If  we  find  out 
that  a  company  is  planning  on  releas¬ 
ing  a  certain  box  in  nine  months,  then 
it  gives  us  time  to  consider  how  we  may 
want  to  add  to  our  product  line.” 

Larscom  executives  also  rely  on  Cl 
for  strategic  and  financial  planning. 
For  example,  industry  intelligence 
cinched  Larscom’s  decision  not  to 
invest  in  a  certain  product  area  because 
of  the  established  momentum  of  the 
top  companies  in  that  market.  Cl  also 
helps  the  company  boost  its  desirabil¬ 
ity  to  potential  stockholders.  “We’ve 
been  public  for  15  months,  and  we’ve 
actually  started  monitoring  how  we 
match  up  as  a  company  against  com- 


Ask  the  Expert 


cio.com 

www.cio.com 

Have  a  question  about  competitive 
intelligence?  Now  you  can  pose  it  to 
Leonard  Fuld,  president  of  Cambridge, 
Mass.-based  Cl  consultancy  Fuld  &  Co. 
Inc.  CIO’s  Ask  the  Expert  Web  series 
offers  readers  the  chance  to  ask  ques¬ 
tions  of  industry  leaders.  From  now 
until  Aug.  1, 1998,  Fuld  will  be  available 
to  offer  tips  and  advice  about  competi¬ 
tive  intelligence.  E-mail  him  your  ques¬ 
tions  at  asktheexpert@cio.com. 


Vulnerable 

Points 

What  your  competitors  use 
to  get  the  skinny  on  your 
company 

■  Executive  speeches  and  interviews 

■  Engineering  and  scientific  presen¬ 
tations  at  conferences 

■  Government  permits  and  loan  forms 

■  Websites 

■  Suppliers  or  partners  who  brag  on 
your— or  their— behalf 

■  Press  releases 

■  Help  wanted  ads 

■  User  manuals 

■  Tours  of  your  facility 

■  Overheard  conversations  in  public 
places 

■  Unsolicited  phone  calls  answered 
by  overly  obliging  employees 

■  Executive  biographies 

parable  companies  in  terms  of  revenue 
per  employee  and  time  to  market,” 
explains  Paul  Strudwick,  vice  president 
of  strategic  planning  and  development. 
“Because  if  the  stock  price  is  low,  it 
limits  our  abilities  to  do  mergers  and 
acquisitions.  If  we  can  understand  why 
we’re  positioned  at  an  advantage  or 
disadvantage  then  it  helps  us  grow  the 
company.  ” 

“I’m  responsible  for  the  basic  direc¬ 
tion  of  the  company,”  continues 
Strudwick,  who  is  convinced  that  Cl 
has  been  a  major  factor  in  Larscom’s 
annual  30  percent  growth  rate.  “I 
know  there  isn’t  much  attention  paid 
to  competitive  research  and  intelligence 
by  others,  but  as  far  as  I’m  concerned, 
doing  business  without  Cl  is  like  try¬ 
ing  to  sail  through  the  harbor  in  the 
dark.  Even  if  you  know  where  the  land 
is,  there  might  be  other  boats  that  you 
can’t  anticipate.  Not  knowing  who  else 
is  out  there  can  leave  you  blindsided.” 

When  your  company  navigates 
uncertain  waters,  competitive  intelli¬ 
gence  makes  an  excellent  foghorn.  BE! 

Senior  'Writer  Jennifer  Bresnahan  can 
be  reached  at  jbresnahan@cio.com. 


What  good  is  a  hassle-free 
printer  if  your  toner  isn’t? 


Our  LaserJet  toner  cartridges 
have  a  patented  Leakproof  seal 
to  keep  them  from,  well,  leaking. 
And  because  they  provide  a 
finer  toner  particle,  text  and 
graphics  are  that  much  sharper. 
Which  means  instead  of  coming 
back  from  lunch  to  a  bunch  of 
complaints,  you  may  be  met 
with  a  few  thank  you's.  For 
more  information,  visit  us  at 
www.hp.com/go/ljsupplies. 
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STAYING  IN  TOUCH  WITH  THE  CUSTOMER 


Treat  Them  Right 

If  IT  yields  happier  customers,  Hyatt  considers  it  a  wise  investment 

BY  MARILYN  J.  COHODAS 


Elite  customers  of  upscale  hotels  want 
many  things  when  they  check  in  to  an  exotic  beach¬ 
front  resort  or  an  oasis  next  to  a  busy  airport,  but 
technology  isn’t  one  of  them.  “They’re  interested  in 
a  comfortable  bed,  good  food,  hot  water  and  excel¬ 
lent  service,”  says  Christopher  Elam,  general  manager  of  reser¬ 
vations  for  Chicago-based  Hyatt  Hotels  Corp.  “They’re  not 
looking  for  a  technological  experience.” 

Yet  behind  the  scenes,  Hyatt  relentlessly  scrambles  and 
crunches  bits  and  bytes  of  information 
to  provide  travelers  with  the  utmost  in 
personal  attention  and  hospitality.  For 
the  past  two  and  a  half  years  the  hotel 
company  has  reaped  the  benefits  of  its 
guest-history  database,  which  provides 
hotel  staff  with  details  on  up  to  80  per¬ 
sonal  preferences  about  how  each  guest 
wants  to  be  treated.  Now  Hyatt  has 
developed  a  way  to  aggregate  and  ana¬ 
lyze  group-client  information  and  rolled 
out  a  system  to  guarantee  consistent  rate 
quotes  to  better  serve  customers  long 
before  they  set  foot  on  hotel  property. 

Regrouping 

TWO  YEARS  AGO,  WHEN  CHERYLYN 
Marks  began  planning  any  of  the  21 
meetings  held  each  year  by  the  American 
Marketing  Association,  the  director  of 
meeting  services  for  the  Chicago-based 
organization  would  start  by  photo¬ 
copying  records  of  earlier  events.  She 
would  then  fax  the  specs  to  a  Hyatt  salesperson  and  wait 
patiently  for  answers  to  questions  such  as  which  resort  had  a 
block  of  rooms  for  a  convention  of  1,500  in  September.  Or 
what  airport  hotel  could  accommodate  a  one-day,  150-person 
conference.  More  than  likely,  Marks  would  have  to  follow  up 
the  initial  contact  with  a  series  of  phone  calls  to  staff  at  one  or 
two  of  the  Hyatt  properties  under  consideration.  The  process 
was  cumbersome,  repetitive  and  time-consuming.  And  Marks 
wasn’t  the  only  customer  complaining. 

“Everyone  was  telling  us  the  same  things,”  says  Fred  Shea, 


vice  president  of  sales  accounts  for  Hyatt.  “They  said  they 
were  tired  of  calling  Hyatt  in  Columbus,  Ohio,  one  year,  book¬ 
ing  a  similar  function  in  Indianapolis  the  next  and  having  to 
repeat  all  the  same  information  again  and  again.  They  wanted 
to  work  with  one  person  who  handled  multiple  locations. 
They  wanted  Hyatt  to  keep  better  information  on  their  orga¬ 
nizations’  business  corporatewide.  And  they  wanted  a  faster 
response  time  when  they  called  with  questions  about  individ¬ 
ual  properties  throughout  the  chain.” 

A  database  application 
known  as  Envision  satisfies 
all  these  customer  demands 
while  providing  Hyatt  with 
an  analytical  tool  to  identify 
the  big  spenders  most  likely 
to  return  to  the  chain  with 
repeat  business.  Designed  in- 
house  with  input  from 
national  and  field  sales  man¬ 
agers  as  well  as  from  some  of 
the  hotel’s  key  group  cus¬ 
tomers,  Envision  contains 
detailed  customer  profiles  of 
everything  that  Shea  says  is 
relevant  about  an  organiza¬ 
tion,  including  contacts,  the 
specific  purpose  of  a  meeting 
and  preferences  for  food  and 
audiovisual  equipment.  Resi¬ 
ding  on  a  central  server 
in  Oak  Brook,  Ill.,  and  de¬ 
veloped  at  a  cost  of  about 
$2  million,  Envision  gives  Hyatt’s  700-person  group  sales  force 
access  to  information  about  100,000  group  customers  who 
have  held  functions  at  any  Hyatt  property  in  the  past  10  years. 

Moreover,  the  database  also  lets  sales  managers  quickly 
search  through  descriptions  of  107  continental  U.S.  Hyatt 
properties  for  a  specific  location  with  the  best  combination  of 
amenities — a  capability  that  Michael  L.  Kasavana,  professor 
of  Hospitality  Information  Technology  at  Michigan  State 
University  in  East  Lansing,  Mich.,  says  is  unique  to  the  hotel 
industry.  Such  customer-focused  features  make  it  easier  for 
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Your  Y2K  headache 
has  already  been  solved,  right? 


New 


JAN.1ST 

2000 


"Pain  Remedy" 
from  MDT  Software 

Prevention  Is  The  Best  Medicine, 
With  A  90%  Time  Savings. 

MDT  Software  has  developed  an 
integrated  solution  that  not  only 
saves  up  to  90%  of  your  time  finding 
and  resolving  Year  2000  automation 
software  programming  problems  in 
select  devices,  but  also  prevents  the 
"Y2K  virus"  from  re-infecting  your 
environment. 

MASS  Y2K  AutoScan™  software 
quickly  pinpoints  date-related 
problems,  so  you  don't  waste  time 
searching  in  the  wrong  places. 

MASS  Y2K  AutoScan  also  recognizes 


automation  programs  that  are 
already  Year  2000  compliant,  so 
you  can  fix  the  real  problems. 

Permanently  Protect  Your  Assets. 

MDT  Software  provides  a  secure 
environment  for  ongoing  manage¬ 
ment  and  protection  of  your 
software  investments  through 
the  MASS  AutoSave™  platform  -  a 
complete  automation  life  cycle 
solution  ensuring  only  validated 
programs  are  used  throughout 
your  plant.  Lifetime  benefits 
include  improved  productivity, 
reduced  operating  expenses  and 
increased  profitability. 


Get  The  Right  Prescription. 

Join  other  market  leaders,  like 
Ford,  General  Motors,  General  Mills, 
Kraft  Foods,  Nabisco,  Nestle,  and  The 
New  York  Times  who  have  used  MDT 
Software  to  assist  in  their  corporate 
automation  software  change 
management  needs. 

Reach  MDT  Software  at 

1-800-5800-MDT 

or  www.mdtsoft.com. 

You  can't  stop  the  Year  2000. 

But  you  can  stop  the  headache. 


the  change  management 


software 


company 


Handshake 


patrons  like  the  AMA’s  Marks  to  spend 
more  of  its  conference  dollars  at  Hyatt. 
“We’re  not  giving  more  business  to 
Hyatt  because  of  the  technology  per  se, 
but  because  of  the  way  Hyatt  uses  tech¬ 
nology  to  provide  better  service,” 
explains  Marks.  She  just  tells  Hyatt  the 
name  of  the  meeting  and  the  city  where 
she  wants  to  go.  Hyatt  pulls  up  infor¬ 
mation  from  previous  AMA  events  and 
tell  Marks  what  is  available.  “It’s  a  very 
efficient  process,”  she  says.  “I  get  answers 
faster  than  I  need  them.” 

Just  how  much  this  efficiency  means 
to  Hyatt’s  bottom  line  is  hard  to  say,  given 
the  booming  economy  and  a  recently 
reengineered  sales  force.  Still,  according 
to  Shea,  group  sales  has  generated 
double-digit  growth  since  Envision  was 
first  rolled  out  two  years  ago.  Even  more 
striking,  though,  is  the  role  Envision 
played  in  the  realignment  of  Hyatt’s  cus¬ 
tomer  account  structure,  which  now  tar¬ 
gets  more  sales  resources  on  long-term 
clients  worldwide.  “Envision  made  us 


understand  the  importance  of  individual 
groups  to  the  entire  chain,”  says  Shea.  In 
fact,  because  Envision  has  helped  Hyatt 
zero  in  on  its  most  valuable  accounts,  the 
number  of  accounts  it  services  at  the 
national  level  has  dropped  from  150  to 
40  since  the  rollout.  Shea  says  the  shift 
has  meant  more  business  from  Hyatt’s 
best  customers  now  that  Hyatt  knows 
who  they  are  and  can  respond  to  their 
needs  quickly. 

The  Price  Is  Right 

GROUP  SALES  ISN’T  THE  ONLY  AREA 
in  which  technology  helped  Hyatt 
trouble-shoot  a  vexing  customer  service 
issue.  The  hotel  chain  has  also  been 
working  diligently  to  eliminate  rate 
quoting  discrepancies  that — depending 
on  how  a  reservation  was  booked — 
would  yield  three  different  answers  to 
the  basic  question,  How  much  will  it 
cost?  Despite  public  opinion  to  the  con¬ 
trary,  the  problem  was  not  a  wily  plot  to 
bilk  money  out  of  consumers  and  cor- 


“We’re  not  giving 
more  business  to 
Hyatt  because  of 
the  technology  per 
se,  but  because  of 
the  way  Hyatt  uses 
technology  to 
provide  better 
service.” 

-Cberylyn  Marks 

porate  business  travelers,  whose  com¬ 
pany  travel  policies  may  limit  their  abil¬ 
ity  to  stay  elsewhere,  claims  Elam.  The 
pricing  disparities  were  the  consequence 
of  multiple  IT  systems  and  processes  that 
made  it  difficult  for  the  hotel  to  com- 


Simon  says,  Automate  DLT  . 
You  say,  1  want  to  buy  from 

f  "1  I  •  | 

Simon  says,  Exabyte  it. 

Exabyte  it?  That's  right.  Exabyte,  the 
leads  the  way  in  DLTtape  automation 


Simon  says,  "You  need  more  capacity."  *  Simon  says,  “ What  about  rack  density?" 

Exabyte  answers,  "Double  the  capacity  at  jgl  II  Exabyte  answers,  "Double  the  competition's  in 

half  the  price."  the  same  space." 

©  191H  Exabyte  Corporation.  Exabyte  is  a  registered  trademark  of 
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municate  consistent  information 
among  its  central  reservation  system, 
individual  properties  and  its  network  of 
travel  agents  and  business  partners. 

At  the  Hyatt  Regency  in  San  Francisco, 
for  instance,  room  rates  were  handed  to 
reservation  clerks  once  a  day  on  a  print¬ 
out  pulled  from  the  hotel’s  standalone 
IT  system.  A  caller  to  the  800  number  in 
Denver,  however,  got  pricing  from 
Hyatt’s  8-year-old  Spirit  central  reser¬ 
vation  system  in  Omaha.  (For  more  on 
Spirit,  which  earned  Hyatt  an  award 
from  CIO  for  delivering  outstanding 
ROI,  see  “Satisfying  the  Inn  Crowd,” 
CIO,  Jan.  15,  1995.)  Although  Spirit 
was  continually  updated,  the  call  center 
might  not  have  known  about  a  special 
promotion  in  San  Francisco,  while  desk 
clerks  in  San  Francisco  weren’t  informed 
about  upcoming  corporate  promotions 
until  they  received  their  daily  printout 
the  next  morning.  Spirit,  meanwhile,  fed 
information  to  travel  agents  via  the 
Sabre  and  Galileo  global  reservation  sys¬ 


tems.  But  according  to  Elam,  the  travel 
agent  databases  weren’t  robust  enough 
to  handle  the  various  pricing  combina¬ 
tions  and  permutations  that  were  com¬ 
ing  out  of  Spirit. 

“You  could  hear  the  frustration  in 
customers’  voices,”  recalls  Elam.  The 
travel  agent  would  quote  one  rate.  Then 
the  customer  would  call  the  hotel  direct¬ 
ly,  get  a  different  answer  and  complain 
to  both  the  travel  and  hotel  reservation 
clerk.  No  one  was  happy — not  even 
Hyatt  management,  who  felt  employees 
were  spending  an  inordinate  amount  of 
time  checking  and  rechecking  prices. 

A  front-end  interface — three  years  in 
the  making — that  funnels  data  from  all 
three  systems  into  a  single  information 
repository  located  in  Spirit  brought 
order  to  the  chaos.  According  to  Elam, 
the  multimillion  dollar  enhancement, 
which  also  feeds  local  guest  histories  into 
a  corporatewide  database,  will  pay  for 
itself,  in  part  by  reducing  the  number  of 
hotel  rooms  left  unoccupied  because  ear¬ 


lier  versions  of  Spirit  didn’t  have  access 
to  last-minute  information  about  room 
availability  at  individual  hotels. 

Hyatt  also  expects  to  reap  benefits  in 
ways  that  are  much  more  difficult  to 
measure.  “Our  principal  product  is  ser¬ 
vice,”  explains  Elam,  “and  so  the  image 
of  how  customers  perceive  us  is  an 
important  factor  in  determining  whether 
or  not  they  come  back.”  Hyatt  therefore 
values  technology  that  removes  the 
potential  for  what  he  calls  “lingering  bad 
feelings”  and  makes  an  industrywide 
problem  go  away.  “It’s  not  like  cus¬ 
tomers  don’t  have  hot  water,”  he  con¬ 
cedes.  “We  just  wanted  to  add  a  level  of 
integrity  to  our  rate  quoting  and  elimi¬ 
nate  the  frustration  that  comes  with  not 
knowing  if  you’re  getting  the  right 
price.”  EEI 

Marilyn  J.  Cohodas  is  a  freelance 
writer  based  in  Newburyport,  Mass. 
She  can  be  reached  at  coho66@aol. 
com. 


every  day.  every  time. 

www.exabyte.com/home/230d.html 


leader  in  automated  tape  libraries,  now 
with  its  new  230D.  Simon's  right... Exabyte  it! 


Simon  says,  "Don't  forget  about  service 
Exabyte  answers,  "Best  on-site 
service  in  the  industry." 


Simon  says,  "What  about  Scalability?" 

Exabyte  answers,  "Our  Arrowhead™  family  isn't 
just  scalable,  it's  field  upgradable." 


Exabyte  Corporation.  All  other  trade  names  referenced  are  the  property  of  their  respective  owners.  Exabyte  Corporation,  1685  38th  Street,  Boulder,  Colorado  80301  USA. 
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DON'T  LET  THE  DESKTOP 
SLOW  YOU  DOWN. 


The  PC  is  a  necessary  evil.  But  to  your  users  it  can  feel  like  more  trouble  than  it's  worth. 
They  wait  for  repairs.  They  wait  for  applications.  They  wait  for  upgrades. 

If  they  could  stop  waiting,  they  could  get  working. 

Introducing  Z.E.N.works"  from  Novell®. 


Z.E.N.works  allows  the  IS  department  to  manage  applications  and  upgrades  from  a  single  location. 

Users  click  on  an  icon  and  the  application  loads  itself. 

When  an  application  is  broken  it  locates  the  problem  and  repairs  itself  from  the  network  copy, 
often  without  the  user  being  aware  that  anything  was  wrong. 

If  the  user  has  a  problem  with  their  desktop,  they  can  click  on  an  icon  to  connect  to  the 
appropriate  person  and  demonstrate  the  problem  remotely. 

Z.E.N.works  leverages  the  power  of  Novell  Directory  Services™  so  that  users  have  a  digital  persona  with  their 
unique  combination  of  access,  preferences  and  applications,  regardless  of  which  desktop  they  use. 

In  other  words,  you  get  the  benefits  of  an  NC  from  your  PC. 

To  see  how  a  networked  desktop  can  end  the  waiting 
and  make  your  users  more  productive,  check  out  our  Z.E.N.works  trial  CD. 

Just  visit  us  at  www.novell.com/zencd 


Novell 


Z.  E.  N.  W  0  R  K 


TFCHNDLflGY  MADE  SIMPLE 


IF  YOU’VE  HEARD  ANY  OF  THE  LATEST  TALK 
about  Java,  you  know  it’s  not  just  for  breakfast 
anymore.  Basically,  when  you  grind  through  all 
the  hype — and  there’s  plenty  of  it — Java  essential¬ 
ly  a  programming  language,  a  platform  for  writ¬ 
ing  computer  code  that  ostensibly  works  the  same 
way  on  many  types  of  computers  and  other  devices. 

Is  Java  a  new  language?  Java’s  relative  history  dates 
back  to  1991,  when  software  research  engineers  at 
Sun  Microsystems  Inc.  in  Mountain  View,  Calif., 
were  working  on  ways  to  write  programs  that  would 
be  small  and  reliable  enough  to  perform  well  on  a 
variety  of  consumer  electronics  devices.  Ultimately, 
they  wanted  to  build  a  network  of  “smart” 
appliances  that  could  be  programmed  and  managed 
from  a  single,  handheld,  remote-controlled  device. 
That  project  eventually  became  a  new  platform- 
independent  computer  programming  language  called 
Oak,  which  unfortunately  failed  to  grow  out  of  its 
sapling  stage.  It  was  not  forgotten,  however,  and 
Oak  eventually  evolved  into  Java. 

What  makes  Java  so  useful?  Today’s  Java  application 
programs  aren’t  built  to  run  on  a  specific  computer 
but  on  a  “Java  virtual  machine,”  actually  another 
piece  of  code  that  helps  the  physical  computer 
understand  the  Java  application.  This  virtual 
machine  is  now  built  into  Web  browsers,  so  it  can  be 
run  from  almost  any  desktop,  whether  PC,  Mac  or 
whatever.  The  flip  side  is  that  Java  runs  a  bit  slower 
on  a  computer  than  a  “native”  application  would. 
But  because  it’s  designed  to  operate  on  a  network, 
it’s  well  suited  to  work  on  the  Web. 

Java  promises  to  make  it  easier  and  faster  for  soft- 


Buzzwords 

Applet:  A  Java  program  that 
can  be  distributed  as  an 
attachment  in  a  Web  document. 

Native:  A  software  applica¬ 
tion  written  specifically  for  the 
hardware  it  is  to  run  on.  In 
general,  native  applications  run 


faster  and  use  the  capabilities 
of  the  hardware  to  a  fuller 
extent  than  non-native 
applications. 

Servlet:  Java  code  that  runs 
as  part  of  a  network  service, 
typically  an  HTTP  server, 
and  responds  to  requests  from 
clients. 


ware  developers  to  write  new  programs  because  they 
won’t  have  to  be  concerned  with  cross-platform 
incompatibilities.  And  since  Java  software  is  intended 
to  reside  on  a  server  and  be  downloaded  to  a  client 
machine,  updates  are  supposed  to  be  easy.  Rather  than 
having  desktop  specialists  install  upgrades  on  every  PC 
throughout  the  organization,  one  push  of  a  button  on 
the  network  will  do  it  automatically.  As  often  happens, 
though,  the  reality  lies  a  bit  short  of  the  hype:  Tests 
have  shown  frequent  anomalies  in  Java-based  pro¬ 
grams  running  on  different  computer  platforms. 


How  does  Java’s  language  work?  Java’s  language  allows 
software  developers  to  write  only  two  different  kinds 
of  programs:  applets  and  applications.  Applets,  as 
the  name  implies,  are  small  and  will  run  only  over  a 
network.  Applications  can  reside  on  a  PC.  While 
applets  are  often  used  to  add  interactivity  and 
animate  Web  pages,  applications  are  now  being 
written  that  will  allow  browsers  to  access  legacy 
data  residing  on  mainframes,  among  other  uses. 

No  Java-klatch  discussion  would  be  complete  with¬ 
out  a  brief  mention  of  the  tempest  in  a  coffee  cup 
between  the  creator  of  Java,  Sun,  and  its  arch-rival, 
Microsoft  Corp.  Microsoft,  to  the  extreme  displeasure 
of  Sun,  is  developing  a  Windows-only  version  of  Java. 
To  let  users  know  that  the  Microsoft  version  is  not  the 
same  as  the  version  Sun  wants  to  propagate,  Sun 
decided  not  to  let  Microsoft  use  the  Java  logo  on  its 
products.  Only  time  will  tell  where  this  brew-haha 
will  lead.  -Steve  Singer 
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ILLUSTRATION  BY  ROBIN  ZINGONE 


# CORBA 

Middleware 

Thatls 

Everywhere 

for 

Telecomm 

Pharmaceuticals 
Life  Sciences 
Banking 
Utilities 
I'ansportation 
Communications 
Finance 
Real  lime 
Healthcare 


Looking  for  a  cross-platform  middle¬ 
ware  standard  you  can  count  on? 

Try  CORE  A®. .  .and  experience  what  thousands 
of  IT  executives  across  industries  worldwide 
have  already  discovered:  CORBA  is  the  middle¬ 
ware  standard  that  works!  From  the  worlds 
most  advanced  satellite  communication  system 
to  one  of  the  world’s  largest  ATM  networks, 
CORBA  is  the  middleware  of  choice. 

Used  in  industries  as  diverse  as  manufac¬ 
turing,  healthcare,  telecommunications,  finance, 
transportation,  and  utilities,  CORBA  is  the 
middleware  that  provides  smart  companies 
with  the  competitive  edge  they  need. 

CORBA  is  your  key  for  deploying  mission 
critical  applications  on  all  your  major  platforms 
—  from  PCs  to  mainframes  and  everything 
in-between.  Use  it  to  deploy  robust,  scalable 
applications  over  the  Internet  —  without  addi¬ 
tional  programming.  And  with  CORBA  you 
gain  flexibility  to  build  or  buy  components, 
tools,  products  and  services,  from  hundreds 
of  vendors. 

Right  now,  CORBA  is  being  optimized  for 
use  across  a  growing  number  of  industries. . . 
including  yours.  The  only  standard  built  using 
an  open  process  and  extended  by  industry 
experts  to  meet  specific  business  needs,  CORBA 
not  only  addresses  your  application  interoper¬ 
ability  needs  but  measures  up  to  the  specific 
needs  of  your  business  as  well. 

The  CORBA  standard  development  process  is 
managed  by  The  Object  Management  Group. 

To  find  out  more  about  CORBA  and  how  it  can 
give  your  business  a  competitive  advantage,  call 
+  1-508-820  4300.  Or 
visit  the  OMG  web  site 
at:  www.omg.org. 

^  OBJECT  MANAGEMENT  GROUP 

CORBA -The  Middleware  that’s  Everywhere 


“The  strategy  for 
IStrs  is  obvious: 
run,  don’t  walk, 
lo  build  on  the 

Unicenter  TNG 

Framework.” 

Paul  Mason,  Vice  President, 
Infrastructure  Software  Research,  IDG 


Thanks,  IDC. 

Our  new  Unicenter®  TNG™  Framework™  has  caused  quite  a  stir.  It’s  easy  to  see  why  ISVs  are  quick  to  take 
Since  we  made  it  available  for  FREE  to  millions  of  clients  advantage  of  this  amazing  FREE  offer.  To  find 

around  the  world,  everybody  has  gotten  excited.  out  more,  call  for  a  copy  of  IDC’s  comprehensive 

And  why  not?  The  new  Unicenter®  Framework™  will  save  report  on  the  Unicenter  TNG  Framework  and 
developers  millions  of  man-years  in  development  time.  It  will  what  it  means  for  you. 
instantly  provide  new  applications  with  cross-platform  support.  Call  right  now.  Like  they  say,  “time  is  of  the  essence.” 
And  Unicenter®  TNG™  is  widely  recognized  as  the  industry 

standard  for  enterprise  management.  G3ll  1-888-UNICENTER  Or  Visit  WWW.C8i.C0in 


Software  superior  by  design. 
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